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TEAN8P0ETATI0N  OF  COAL. 


MONDAY,  JULY  20,  1914. 

Subcommittee  on  Naval  Affairs, 

United  States  Senate, 

WasMnaton,  D.  G. 
The  committee  met  at  10  o'clock  a.  m.,  pursuant  to  the  call  of  the 
chairman. 

Present:  Senators  Nathan  P.  Bryan  (chairman),  William  Alden 
Smith,  and  Miles  Poindexter. 

Also  present:  Senator  Benjamin  R.  Tillman;  Charles  A.  Douglas  and 
Frank  Lyon,  counsel  for  Mr.  Benjamin  L.  Dulaney :  A.  P.  Thom  and 
Charles  J.  Cf.  Rixey,  coimsel  for  the  Southern  Railway  Co. 

The  Chairman.  This  meeting  is  called  to  consider  Senate  resolution 
291,  introduced  by  Senator  Tfflman  of  South  Carolina,  as  foUows: 

Whereas  in  view  of  the  early  completion  of  the  Isthmian  Canal  and  of  its  importance 
to  l^e  United  States  Navy  and  the  national  defense  generally,  and  to  the  develop- 
ment of  trade  with  Central  and  South  American  coimtries,  the  establishment  of 
adequate  coal-supplying  facilities  south  of  Cape  Hatteras  is  deemed  imperative;  and 

Whereas  the  usefulness  and  efficiency  of  anv  harbor  as  a  coaling  station  must  depend 
upon  the  facilities  (first)  of  the  coal  producers  for  reaching  it  and  (second)  of  the 
coal  carriers  in  the  matter  of  assembling  the  product  at  said  port,  including  coal 
docks  and  other  facilities  for  loading  ana  handling,  which  should  be  accessible  to 
all  shippers  and  carriers  alike  on  the  same  terms  and  conditions;  and 

Whereas  it  appears  from  numerous  complaints  now  before  the  Interstate  Commerce 
Commission,  as  well  as  from  other  sources,  that  the  power  and  influence  of  the  so- 
caUed  Coal  Trust  is  being  persistently  used  through  the  management  of  the  rail- 
roads reaching  South  Atlantic  ports  to  prevent  the  free  movement  of  coal  not 
belonging  to  said  Coal  Trust,  and  it  is  alleged  that  practically  all  of  such  roads 
are  actually  dominated  by  the  same  financial  interests  that  control  the  great  coal 
combines  finding  outlet  chiefly  through  New  York  Harbor,  Philadelphia,  and  the 
Chesapeake  Bay  ports:  Now,  therefore,  be  it 

Resolvedf  That  the  Committee  on  Naval  Affairs  be,  and  it  is  hereby,  authorized 
and  instructed  to  investigate  the  natural  and  strategic  advantages  for  naval  purposes 
of  ports  south  of  Hatteras  as  compared  with  Norfolk  and  other  Chesapeake  Bay  ports 
as  a  permanent  point  for  coal  distribution,  and  included  and  embraced  in  the  scope 
of  said  investigation  the  said  committee  is  further  authorized  and  instructed  to 
investigate  into  the  character  and  proximity  of  the  coal  supply,  and  the  rates  obtain- 
able on  coal  from  the  coal  fields  near  by;  and  the  committee  is  further  instructed  to 
aacertain  as  far  as  it  is  practicable — 

First.  What  quantity  of  bituminous  coal  is  consumed  or  used  at  Charleston. 
Savannah,  Brunswick,  Femandina,  and  Jacksonville,  and  in  their  vicinities,  and 
what  proportion  of  this  coal  is  supplied  from  mines  located  on  the  Pennsylvania 
Railroad  system,  including  the  Baltimore  and  Ohio,  Norfolk  and  Western,  and 
Chesapeake  and  Ohio,  and  what  proportion  is  supplied  by  mines  on  the  Southern 
Railway. 

Second.  Whether  the  United  States  Navy,  including  the  naval  stations,  now  pays 
&  higher  freight  rate  for  coal  supply  at  any  or  all  Atlantic  seaports  than  is  charged  to 
commercial  ships  for  bunkera^e  or  for  coastwise  distribution;  and  whether  all  coal 
lor  naval  supply,  at  the  Atlantic  seaports,  is  not  supplied  by  the  so-called  Coal  Trust, 
wiat  is,  by  tne  mines  that  have  a  common  ownership  or  control  with  the  coal  carriers; 
I  Mid  whether  present  conditions  prevent  competitive  bidding  for  the  United  States 
Najjy  coal  supply,  or  any  part  thereof,  by  independent  coal  operators. 
.Third.  The  milea^  from  mine  groups  located  on  the  Southern  Railway  in  Vir- 
^^,  Kentucky,  Tennessee,  Georgia,  and  Alabama  to  Wilmington,   Charleston.^ 
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Savannah,  Brunswick.  Femandina,  and  Jacksonville;  and  the  mileage  to  these  same 
ports,  the  way  the  coal  is  moved  from  the  mines  on  the  Pennsvlvania  Kailroad  system 
and  on  the  Baltimore  and  Ohio,  Norfolk  and  Western,  ana  Chesapeake  and  Ohio 
Railroads  and  all  connecting  Unes  in  West  Virginia:  and  in  all  cases  show  the  freight 
rates  on  coals  to  the  cities  named,  both  by  rau  ana  rail  and  water;  and  where  two  or 
more  carriers  participate,  ascertain  the  proportion  of  the  rate  (or  service  charge)  each 
receives;  and  also  compare  these  rates  with  those  at  seaport  towns  and  cities  torn  Nor- 
folk to  New  York  for  local  use,  for  tidewater  shipment,  and  for  naval  use. 

Fourth.  Why  the  Southern  Railway  has  built  no  wharves  or  made  no  provision  for 
handling  tidewater  coal  at  any  of  the  South  Atlantic  ports,  and  whether  the  riparian 
rights  and  water  frontage  of  South  Atlantic  harbors  is  not  now  being  bought  up  by  the 
parties  in  the  interest  of  the  Coal  Trust,  while  the  Southern  Railway  is  taking  no  active 
steps  to  build  for  itself  an  independent  outlet. 

Fifth.  Whether  trustees  for  the  stockholders  and  members  of  the  board  of  directors 
of  the  Southern  Railway  are  financially  interested  in  coal-mining  industries  on  the 
Pennsylvania  Railroad  system,  the  Baltimore  and  Ohio,  the  Norfolk  and  Western, 
or  the  Chesapeake  and  Oliio,  and  to  what  extent;  and  whether  they,  or  any  of  them, 
are  financially  interested  in  any  coal-mining  industries  tributary  to  any  of  said  rail- 
ways. And  if  found  to  be  interested,  ascertam  whether  such  mines  have  been  allowed 
preference  or  advantages  not  allowed  to  all  other  shippers  (shown  by  cases  already 
decided  by  tlie  Interstate  Commerce  Commission  or  State  commissions).  And  in  all 
coal -mining  operations  tributary  to  the  Southern  Railway  in  which  any  director  of 
the  Southern  Railway  or  director  of  any  railroad  controlled  by  it,  or  alhed  with  the 
Southern  Railway,  is  financially  interested,  ascertain  the  division  of  through  rates 
with  other  railroads,  and  in  all  cases  where  a  coal  operation  tributary  to  the  Southern 
Railway  controls  a  local  railroad,  or  when  such  local  railroad  is  controlled  in  common 
with  a  coal  operation,  for  assembling  and  distributing  its  own  coal,  ascertain  just 
what  proportion  of  rates  it  receives,  if  any,  from  the  carriers,  or  what  compensation 
•other  than  a  division  of  the  rates  it  may  receive. 

Sixth.  Whether  the  rate  making  for  the  Southern  Railway  or  other  southern  car- 
Tiers  of  coal  is  dominated  by  the  Pennsylvania  Railroad  or  Norfolk  and  Western;  or 
whether  the  freight  rates  of  the  Southern  Railway  and  any  of  the  other  southern  coal 
carriers  are  made  and  fixed  and  maintained  by  the  traffic  men  of  the  Southern  Rail- 
way and  other  southern  carriers;  or  whether  the  Pennsylvania  Railroad,  the  Norfolk 
and  Western  Railway,  the  Baltimore  and  Ohio,  and  Chesapeake  and  Ohio,  exercise 
any  influence,  either  through  a  rate-making  or  traflic  association  or  otherwise,  in  the 
matter  of  making  the  rates  for  the  Southern  Railway  and  other  southern  carriers. 

Seventh.  Whether  or  not  there  is  any  discrimination  now  existing  in  favor  of  any 
one. port  on  the  Atlantic  seaboard  as  against  another  port,  and,  if  so,  in  what  does 
such  discrimination  consist;  and  whether  or  not  any  coal  trust  or  combination  of 
railroads  and  coal  companies  control  the  coal  tonnage  to  any  port  or  ports,  and,  if 
so,  how;  and  whether  or  not  the  coal  supply  of  West  Virginia,  Virginia,  Pennsylvania, 
Tennessee,  and  Kentucky  flows  naturally  and  without  unnecessary  obstruction  to 
their  respective  natural  ports  upon  the  Atlantic  seaboard;  and  whether  or  not  there 
is  any  discrimination  in  rates  against  any  coal  operators. 

Eighth.  The  coal  rates  to  thirty  or  more  representative  cities  on  the  Southern 
Railway  in  Virginia,  North  CaroUna,  South  Carolina,  Georgia,  and  Florida,  and  com- 
pare these  rates  with  the  rates  enjoyed  by  the  cities  of  relative  importance  and  loca- 
tion, with  regard  to  mines,  in  Pennsylvania,  Ohio,  Indiana,  and  Michigan  on  the 
Pennsylvania  Railroad  system,  including  the  cities  whose  rates  are  compared  in  the 
letter  read  into  the  Congressional  Record  by  Senator  Tillman  on  April  eighth. 

Ninth.  What  actual  ownership  each  director  of  the  Southern  Railway  Company 
has  in  that  company,  and  what  ownership,  if  any,  is  held  in  it  by  the  individuals 
composing  the  trustees  for  the  stockholders. 

Said  Committee  on  Naval  Affairs  is  authorized  to  sit  during  the  sessions  of  the 
Senate  and  during  any  recess  of  Congress,  and  its  hearings  shall  be  open  to  the  public, 
and  it  is  authorized  and  empowered  to  employ  coal  experts,  railroad  rate  experts,  and 
to  employ  a  stenographer  at  a  price  not  to  exceed  $1  per  printed  page.  Said  committee 
shall  nave  power  to  compel  witnesses  to  testify,  to  send  for  persona  and  papers,  to 
administer  oaths  to  witnesses,  and  do  anything  necessary  to  arrive  at  all  the  facts. 

The  expenses  incident  to  the  investigation  herein  authorized  shall  not  exceed 
$5,000,  and  shall  be  paid  out  of  the  contingent  fund  of  the  Senate  upon  vouchers 
signed  by  the  chairman  of  the  Committee  on  Naval  Affairs  and  approved  by  the 
Committee  to  Audit  and  Control  the  Contingent  Expenses  of  the  Senate.  The  said 
Comnaittee  on  Naval  Affairs  may,  in  its  discretion,  conduct  this  investigation  by  a 
subcommittee  of  not  less  than  five  members,  to  be  appointed  by  the  chairman,  and 
shall  make  its  report  as  soon  as  possible. 
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The  subcommittee  will  proceed  with  the  hearing,  taking  up  first 
the  consideration  of  the  charges  made  in  the  resolution. 

Senator  Tillman,  do  you  desire  to  make  a  statement  ? 

Senator  Tillman.  Mr.  Chairman,  I  feel  that  I  ought  to  make  an 
explanation  of  how  that  resolution  came  to  be  introduced.  Mr. 
B.  L.  Dulaney,  who  wiU  be  the  first  witness,  came  to  see  me  some 
time  last  winter,  and  in  talkiug  over  the  coal  situation  I  foimd  him 
the  best-informed  man  I  had  ever  met  on  that  subject.  Mr.  Dulaney 
opened  up  what  I  conceive  to  be  so  important  a  factor  in  the  price  of 
coal,  in  our  State  especially,  as  well  as  in  the  whole  South  Atlantic 
coast,  that  I  believed  it  my  duty  to'  try  to  find  out  if  the  conditions 
could  not  be  remedied. 

After  consulting  with  some  of  my  colleagues  on  the  Naval  Com- 
mittee, you  among  others,  I  introduced  this  resolution  which  the 
Senate  passed.  Mr.  Dulaney  is,  in  a  way,  the  prosecutor  in  this  case 
and  Mr.  Fairfax  Harrison,  president  of  the  Southern  Railway,  by  his 
letter  to  me,  showing  the  attitude  of  the  Southern  Railway  in  this  case, 
is  the  defendant.  Both  of  these  gentlemen,  I  presume,  will  testify 
before  the  hearing  is  over.  I  thought  it  due  Mr.  Dulaney  that  the 
people  should  understand  who  started  the  investigation  and  that  he 
ougnt  to  get  most  credit  for  whatever  it  brought  to  light. 

1  he  Chairman.  At  this  stage  of  .the  proceeding  we  will  have  copied 
into  the  record  the  ktter  from  Mr.  Dulaney  to  Senator  Tillman,  and 
the  letter  to  Senator  Tillman  from  Mr.  Harrison,  president  of  the 
Southern  Railway  Co. 

The  letter  from  Mr.  Dulaney  to  Senator  Tillman  is  in  the  words 

and  figures  following:     - 

March  25,  1914. 
Senator  B.  R.  Tillman, 

Washington,  D.  C. 

Dear  Sir:  The  most  important  question  to  the  industrial  world  is  transportation. 
By  the  control  of  the  transportation  of  this  country  one  can  build  up  or  break  down 
any  section  regardless  of  its  natural  advantages.  It  is  weU  known  that  the  transpor- 
tation of  this  country  is  controlled  by  a  small  group  of  financiers,  mainly  in  New 
York.  But  while  they  control  the  transportation  of  the  whole  country,  their  owner- 
ship of  industrial  enterprises  is  limited  to  certain  parts  of  the  country,  as,  for  example, 
the  coal  industry  of  Pennsylvania  and  some  other  sections,  and  hence  the  flag^raht 
abuses  in  the  practices  of  rate  making  to  favor  their  own  coal  and  to  destroy  the  mde- 
pendent*coal  mines. 

In  the  matter  of  coal  rates,  I  think  the  most  abused  States  in  the  Union  are  North 
Carolina,  South  Carolina,  Georgia,  Florida,  and  a  i)ortion  of  Virginia.  The  industrial 
progress  of  these  States  has  been  in  spite  of  the  high  cost  of  fuel  transportation,  and 
It  ought  to  be  clear  to  every  one  of  intelligence  that  general  manufacturing  can  not 
prosper  until  transportation  conditions  have  been  corrected.  By  an  examination  of 
of  the  rate  sheets,  open  to  all,  it  will  be  seen  that  the  average  manufacturer,  located 
on  the  Pennsylvania  system,  for  example,  pays  from  30  to  60  per  cent  less  freigfht  on 
fuel  than  is  paid  by  the  average  manufacturer  on  the  Southern  Railway — that  is,  for 
haulage  for  equal  distance.    For  example: 

Compare  rates  to  Columbus,  Ohio,  with  rates  to  Columbia,  S.  C: 

Rate. 


To  Columbus  from  Pocahontas 334  |1. 25 

To  Columbia  from  Appalachia 318  2. 26 
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Compare  rates  to  Toledo,  Ohio,  with  rates  to  Savannah,  Ga.: 


• 

iCfles. 

Rate. 

To  ToMo  from  iF>ocahontaff 

466 
471 

$1.45 

To  SiYannah  from  ApDalachis 

3.10 

Compare  rates  to  Cincinnati,  Ohio,  with  rates  to  Lynchburg,  Va.: 

To  Cinciimatifrom  Pocahontas. . 
To  Lynchburg  from  Pocahontas. 


MUes. 


340 

leo 


Rata. 


$1.10 
1.60 


Compare  rates  to  Cleveland,  Ohio,  with  rates  to  Charleston,  S.  C: 


To  Cleveland  fh>m  Pocahontas 

To  Charleston,  S.  C,  from  Applachia. 


Compare  rates  to  Dayton,  Ohio,  with  rates  to  Winston-Salem,  N.  C: 


Rate. 


To  Dayton  from  Pocahontas 

To  Winston-Salem  from  Pocahontas. 


$1.35 
2.10 


Compare  rates  to  Indianapolis,  Ind.,  with  rates  to  Augusta,  Ga. 


Rate. 


To  Indianapolis  from  Pocahontas. 
To  Augusta  from  Appa^hia . . . . . 


$1.$5 

2.ao 


Compare  rates  to  Detroit,  Mich.,  with  rates  to  Charlotte,  N.  C. 


To  Detroit  from  Pocahontas . . 
To  Charlotte  from  Appalachia . 


505 
305 


Rate. 


$1.00 
2.25 


Where  there  are  two  or  more  routes,  the  shortest  mileage  is  used. 

The  evident  purpose  of  these  high  lates,  especially  to  the  coast  towns  and  cities, 
is  not  to  raise  revenue  for  the  Southern  Railway,  but  to  prohibit  the  movement  ot 
coal  by  it  from  the  mines  on  its  own  rails  to  tidewater,  for  if  the  independent  coaL 
shippers  had  access  to  tidewater  with  proper  coal-loading  feicilities  there  would  b^ 
competition  with  the  Coal  Trust  from  Florida  to  Maine,  as  well  as  in  the  export  busi — 
ness;  and,  moreover,  the  coast  towns  and  cities  from  Charleston  to  Tampa  are  forced^- 
to  buy  much  of  their  coal  from  the  Coal  Trust  from  mines  a  thousand  miles  away,  an<S> 
thus  several  millions  of  dollars  are  annually  sent  away,  and  the  Southern  Railway  ii 
robbed  of  its  natural  rights  to  haul  the  coal,  and  is  thus  used  by  its  directors  to  obstruc 
development  in  the  territory  that  supports  and  protects  it.    These  things  are  wrong 
and  such  practices  in  rate  making  are  unfeiir  and  without  justification  from  any  poin 
of  view.    The  Southern  Railway  is  a  splendid  property,  and  if  it  were  run  in  its  o 
interests  and  for  the  development  and  benefit  of  the  territory  in  which  it  is  loca 
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there  is  no  just  reason  why  every  seaport  from  Jacksonville  to  Norfolk  should  not 
have  as  low  tidewater  rates  as  are  now  enjoyed  in  the  domain  of  the  Coal  Trust  at 
the  seaports  from  Norfolk  to  New  York,  for  it  has  its  own  rails  reaching  directly  from 
the  coal  mines  in  Virginia,  Kentucky,  Tennessee,  and  Alabama  directly  to  Norfolk, 
Charleston,  Brunswick,  and  Jacksonville. 

I  believe  that  it  is  a  conservative  estimate  to  say  that  the  mines  from  Vire:inia  to 
Alabama  reached  directly  by  the  Southern  Railway  could  furnish  now  at  me  rate 
of  10,000,000  tons  per  annum  for  tidewater  business,  and  this  tonnage  could  be  in- 
creased at  an  enormous  annual  rate  if  the  operators  were  only  certain  of  their  position. 
This  would  increase  the  gross  revenues  of  the  Southern  Railway  by  $14,000,000, 
aasuming  that  the  tidewater  rate  of  $1.40  would  be  put  in,  and  when  you  add  to  the 
freight  the  value  of  the  coal  itself,  at  a  low  estimate  the  amount  would  be  $25,000,000 
annually  that  would  remain  in  the  territory  served  by  the  Southern  Railway,  and 
this  total  should  increase  annually  for  many  years  to  come  if  the  Southern  Railway 
has  a  square  deal.  The  average  distance  from  mines  on  the  Southern  Railway  to 
tidewater  is  practically  the  same  as  from  the  mines  on  the  Norfolk  &  Western  Kail- 
way  and  the  Chesapeake  &  Ohio  Railroad  to  tidewater^  and  the  two  latter  roads  have 
grown  rich  and  powerful  by  the  movement  of  coal  at  rates  low  enough  to  assure  the 
movement  of  ccrad,  and  there  is  simply  no  good  reason  why  the  Southern  Railway 
should  not  do  likewise,  but  this  road,  as  is  well  known,  ia  controlled  by  the  same 
financiers  who  control  the  big  coal  interests  known  as  the  Coal  Trust,  and  some  of 
them  were  identified  with  the  recent  scandal  in  connection  with  the  New  York, 
New  Haven  &  Hartford  Railroad,  and  it  is  claimed  that  they  control  practically 
every  railroad  la  the  South. 

I  allege  with  emphasis  that,  in  addition  to  the  wrongs  above  recited  against  the 
southern  country,  not  only  the  Southern  Railway,  but  the  Norfolk  &  Western  Railway 
as  well,  are  bein^  used  to  destroy  private  interests,  specifically  some  of  the  independent 
coal  properties  m  the  territory,  and  I  beUeve  that  an  honest  investigation  will  prove 
this  statement  beyond  the  shadow  of  a  doubt.  For  many  years  I  have  been  engaged 
in  development  work  in  that  territory  and  have  had  a  good  deal  of  experience  in 
dealing  with  some  of  these  financiers  who  control  the  Southern  Railway.  Some  of 
their  vEduable  properties  are  those  which  I  developed  and  which  they  obtained  by 
methods  that  I  think  should  put  to  shame  an  ordinary  train  robber  or  a  bandit.  I  am 
now  responsible  for  the  investment  of  probably  $5,000,000  in  what  is  known  as  the 
Black  Mountain  coal  field,  which  is  literally  held  up  and  refused  an  outlet  for  its 
product,  though  reached  directly  by  the  Southern  Railway,  the  Louisville  &  Nash- 
ville Railroad,  and  is  within  a  few  miles  of  the  Norfolk  &  Western  Railway.  The  in- 
vestment and  the  development  in  this  field  were  induced  largely  by  the  promises 
made  by  the  Southern  Railway  to  give  an  outlet  at  Charleston,  and  though  the  South- 
em  has  had  its  line  completed  from  the  coal  mines  to  Charleston  for  10  years,  no  outlet 
has  been  provided. 

I  beUeve  a  thorough  investigation  by  a  Senate  committee  will  show  that  the  Southern 
Railway  has  been  the  dumping  ground  for  the  sale  of  other  railroads  at  unreasonable 
profits  by  the  friends  or  business  associates  of  some  of  the  directors.  I  have  personal 
knowledge  of  the  Virginia  &  Southwestern  Railway  by  Henry  K.  McHarg  at  prac- 
ticaUy  six  times  what  it  cost  him  or  his  company,  when  the  Southern  Railway  could 
just  as  well  have  bought  it  directly  and  saved  the  five  milUons.  I  believe  that  an 
investigation  will  show  that  such  transactions,  amounting  to  probably  $50,000,000 
or  more,  have  taken  place  since  the  control  by  the  present  financiers. 

I  believe  that  a  thorough  investigation  will  diow  that  the  abnormally  high  local 
rates  throughout  the  Southern  territory  are  due  in  a  large  measure  to  the  need  of 
of  revenues  to  meet  such  purchases  and  to  the  inflation  of  capital  and  bond  issues 
caused  thereby. 

I  beUeve  that  an  investigation  will  show  the  existence  of  a  secret  rate-making  associ- 
ation, and  that  all  important  freight  rates  in  the  territory  in  question  are  dominated 
by  the  Pennsylvania  Railroad  greatly  to  the  detriment  of  all  the  other  railroads  in- 
volved and  unfair  to  the  country  they  traverse. 

I  beUeve  that  an  investigation  properly  conducted  will  show  that  the  men  who  con- 
trol the  Southern  Railway  have  practically  no  investment  either  in  the  Southern 
Railway  or  in  the  territory  served  by  it,  except  in  a  small  portion  of  Virginia  and  Ala- 
bama. 

In  the  matter  of  handUng  the  several  bond  issues  of  the  railway  and  the  short  loans 
these  men,  as  is  well  known,  have  been  on  both  sides  of  the  transaction.  I  believe 
that  this  investigation  should  be  made  in  the  interest  of  the  security  holders,  as  well 
a0  in  the  interest  of  the  railroad  itself,  and  particularly  in  the  interest  of  the  territory 
which  the  railroad  serves. 
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In  conclusioii,  let  me  say  that  these  conditions  have  taken  shape  and  grown  from 

bad  to  worse  under  the  very  eyes  of  the  Interstate  Commerce  Commission,-  and  hence 

I  suppose  that  body  is  powerless  to  give  relief,  and  therefore  I  earnestly  urge  you  not 

to  favor  a  reference  of  the  Tillman  resolution  to  the  Interstate  Commerce  Commission. 

Very  truly,  yours, 

B.  L.  DULANEY. 

The  letter  addressed  to  Senator  Tillman  by  Fairfax  Harrison, 

{)resident  of  the  Southern  Railway  Co.,  is  in  the  words  and  figures  as 
ollows : 

Southern  Railway  Co., 
Office  of  the  President, 
*  Washington f  D,  C,  April  16,  1914. 

The  Hon.  Benjamin  R.  Tillman, 

United  States  Senate,  Washington,  D.  C, 

Dear  Sir:. My  attention  has  been  called  to  a  letter  written  to  you  by  Mr.  B.  L. 
Dulaney,  under  date  of  March  25,  1914,  and  published  in  the  Congressional  Record  of 
April  8  1914. 

This  letter  contains  serious  charges  against  the  management  of  this  company.    They 
have  been  made  on  the  floor  of  the  Senate  and  have  become  a  part  of  its  record. 
If  they  are  true,  the  management  of  this  company  ought  to  be  exposed. 
If  they  are  false  their  author  ought  to  be  exposed. 

I  ask,  on  behalf  of  the  Southern  Railway  Co.,  an  opportunity  to  refute  them,  and, 
to  that  end,  that  a  speedy  and  thorough  investigation  be  ordered  and  the  results  given 
*  as  wide  publicity  as  the  charges. 
Faithfully,  yours, 

Fairfax  Harrison,  President, 

•  _ 

Mr.  Douglas.  I  would  like  to  announce  that  Mr.  Frank  Lyon  and 
I  appear  as  counsel  for  Mr.  Dulaney,  who  appears  here,  as  Senator 
Tilunan  just  stated,  from  necessity  somewhat  in  the  nature  of  a 
prosecutor  and  to  sustain  the  charges  made  or  indicated  in  the 
various  inquiries  contained  in  the  resolution  passed  by  the  Senate. 
I  desire  further  to  state  that  we  wish  to  put  on  the  stand  as  the  first 
witness  Mr.  Dulaney  himself,  and  his  testimony  will  necessarily  deal 
with  a  great  many  matters.of  detail  and  figures  to  a  certain  extent,  and 
I  therefore  ask  leave  to  examine  Mr.  Dulaney  as  nearly  as  may  be 
without  interruption  untU  I  have  finished  placing  his  direct  testi- 
mony before  the  committee;  then  Mr.  Dulaney  will  be  offered  for 
unlimited  cross-examination  by  counsel  for  the  Southern  Railway  Co. 
or  anyone  else  and  by  the  members  of  the  committee.  I  simply  ask 
this  in  order  that  I  may  be  able  to  put  this  case  on  in  a  consecutive 
and  logical  way. 

The  Chairman.  Very  weJl.     You  may  proceed,  Mr.  Douglas. 

STATEMENT  OF  MB.  BENJAMIN  I.  DULANEY. 

(Sworn  by  the  chairman.) 

Mr.  Douglas.  Will  you  please  state,  preliminarily,  where  you 
live  and  what  is  your  line  of  Business  in  which  you  have  been  engaged 
for  the  last  15  or  20  years  ? 

Mr.  Dulaney.  I  live  at  Bristol,  Tenn.,  and  for  15  or  20  years  I  have 
been  engaged  in  developing,  or  trying  to  develop,  the  section  in  which 
I  live,  tne  industrial  work. 

Mr.  Douglas.  In  your  letter,  pubUshed  in  the  Congressional  Record 

of  April  8,  and  in  your  testimony  before  the  Committee  on  Naval 

Affairs  on  April  23,  you  stated,  among  other  things,  your  belief  that 

a  certain  group  of  financiers,  to  wit:  George  F.  BaKer,  E.  J.  Berwind, 

Adrian  Iselin,  jr.,  E.  H.  Gary,  Charles  Steele,  Henry  K.  McHarg,  and 
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some  of  their  associates;  who  are  alleged  to  control  the  policy  of  the 
Southern  Railway  and  the  Virginia  &  Southwestern  Railway,  have 
have  very  little  invested  in  these  railroads.  Are  you  prepared  to 
give  any  facts  in  support  of  that  statement  ? 

Mr.  IJuLANEY.  I  am.  The  total  stock  ownership  of  all  these 
parties  in  the  Southern  Railway  is  of  no  consequence.  The  records 
of  the  Southern  RaUwav  Co.,  as  of  July  14,  1914,  show  that  their 
stock  holdings  are  as  follows: 


Baker,  Geo.  F.Jr 

Garv,  E.  H 

Iselm,  Adrian,  jr. 

Lanier,  Chas 

Steele,  Chas 

Baktf ,  Qeo.  F.,  sr 

Total 


21 


Common. 

Preferred. 

6 

None. 

6 

500 

6 

None. 

1 

65 

5 

None. 

None. 

None. 

665 


That  amount  of  stock  is  Jjiardly  enough  to  buy  a  good  plantation  in 
South  CaroUna  or,  say,  a  40-acre  orange  grove  in  Florida.  In  fact, 
the  sum  of  these  investments  in  the  Southern  Railway  Co.,  as  shown 
by  the  record,  is  equal  to  just  a  Httle  more  than  the  mortgage  on  1 
mile  of  the  railroad.  The  outstanding  capital  stock  of  the  Southern 
Railway,  as  shown  by  the  annual  report  of  that  company,  is  in  the 
aggregate  $180,000,Q00,  $120,000,000  of  which  is  common  stock  and 
$60,000,000  preferred  stock. 

In  this  connection  it  is  proper  to  state,  because  I  want  to  be  fair, 
that  there  stands  in  the  name  of  J.  P.  Morgan,  deceased,  415  shares 
of  preferred  and  6,200  shares  of  common  stock.  I  also  wish  to  state 
that  in  the  list  of  the  stockholders  of  the  Southern  Railway  holding 
100  shares  or  more  the  names  of  E.  J.  Berwind  and  Henry  K.  McHarg 
do  not  appear  among  the  stockholders.  I  also  desire  to  state  that 
since  the  oouthern  Railway  Co.  is  the  owner  of  all  the  stock  of  the 
Virginia  &  Southwestern  Railway,  these  gentlemen  could  not  be  inter- 
ested in  the  stock  directly;  could  not  appear  as  stocldiolders  of  the 
Virginia  &  Southwestern.     That  covers  the  Ust  I  first  mentioned. 

Mr.  Douglas.  Have  you  figured  out  the  percentage  of  the  stock 
holdings  of  the  board  of  directors  of  the  Southern  Railway  to  the 
total  common  stock  of  the  company  ? 

Mr.  DiJLANEY.  No;  I  have  not,  but  it  is  very  insignificant.  That 
can  be  calculated. 

Mr.  Douglas.  Is  it  as  much  as  1  per  cent  ? 

Mr.  DuLANEY.  Oh,  no. 

Mr.  Douglas.  You  have  stated  that  these  same  parties  are  inter- 
ested in  manv  large  coal-producing  companies  in  Pennsylvania,  West 
Virginia,  and  vicinity,  engaged  in  export  trade  and  in  the  coastwise 
trade.     What  have  you  to  say  with  reference  to  that  statement  ? 

Mr.  DuLANEY.  As  Exhibit  No.  1  to  my  testimony  I  present  a 
list  of  some  of  the  large  coal  companies,  as  well  as  other  companies,  in 
which  these  parties  are  officers  or  directors.  I  have  added  to  this 
list  the  name  of  Grant  B.  Schley,  brother-in-law  of  George  F.  Baker,  sr., 
Mid  Samuel  Rea,  of  the  Pennsylvania  Railroad  Co. 
Mr.  Douglas.  Why  have  you  added  those  two  narcvea.  \)0  XX^a^v^W 
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Mr.  DuLANEY.  That  will  be  discussed  in  connection  with  these 
subjects  as  we  proceed;  and  I  thought  it  best  to  show  who  they 
are  and  what  connections  they  have  in  this  exhibit.  I  also  wish  to 
state  that  the  Interstate  Commerce  Commission's  report  of  January, 
1907,  hereinafter  referred  to,  and  which  will  be  introduced,  on  page 
64  shows  the  Berwind  mines  the  largest  shippers  on  the  Pennsp- 
vania  Railroad.  On  account  of  the  fact  that  many  of  the  inquiries 
sent  out  have  not  been  answered,  I  shall  have  to  supply  Exhibit 
No.  2  later  and  ask  the  privilege  to  do  so,  when  I  get  tne  informa- 
tion completed.    It  really  shoiud  go  with  Exhibit  No.  1. 

Mr.  Douglas.  State,  briefly,  what  Exhibit  No.  1  shows. 

Mr.  DuLANEY.  Mr.  E.  J.  feerwind  is  president  of  theBerwind- 
White  Coal  Mining  Co.,  a  director  of  the  Erie  Redboad  Co. 

The  Chairman.  Did  you  offer  Exhibit  No.  1. 

Mr.  Douglas.  Yes,  su*. 

The  Chairman.  There  was  no  objection  to  that,  I  understand, 
Mr.  Thom  ? 

Mr.  Thom.  No,  sir;  none  at  all. 

The  Chairman.  The  exhibit  shows  for  itself  what  it  is. 

Mr  Douglas.  Yes,  Mr.  Chairman.  I  had  no  idea  of  having 
Mr.  Dulaney  repeat  the  exhibit,  but  just  to  mention  the  high  points, 
or  to  direct  your  attention  to  them. 

Mr.  Dulaney.  Mr.  Berwind  is  also  a  director  of  the  New  River  & 
Pocohontas  Consolidated  Coal  Co.,  of  the  Ocean  Coal  Co.,  a  director 
of  the  Republic  Iron  &  Steel  Co.,  and  a  director  of  the  Virginia  & 
Southwestern  Railway  Co. 

The  Chairman.  Mr.  Douglas,  permit  me  to  say  that  I  see  no  reason 
for  Mr.  Dulaney  repeating  what  is  already  shown.  If  Mr.  Dulaney 
desires  to  comment  on  any  fact,  let  him  do  so. 

Mr.  Douglas.  Have  you  any  comment  on  that  exhibit,  other  than 
this  mere  repetition  of  tne  exhibit  itself  ? 

Mr.  Dulaney.  I  call  attention  to  the  fact  that  Mr.  Berwind,  Mr. 
McHarg,  and  Mr.  Steele  appear  as  directors  of  the  Virginia  &  South- 
western Railway  Co.,  which  is  owned  by  the  Southern  Railway  Co., 
while  George  F.  Baker,  sr.,  has  been  one  of  the  trustees  for  the  stock- 
hold3rs  of  the  Southern  Railway  Co.  for  many  years.  I  have  recently 
heard,  however,  that  Mr.  Berwind  is  not  now  on  the  board  of  direc- 
tors of  the  Virgima  &  Southwestern  Railway  Co. 

Mr.  Douglas.  Are  anv  of  these  parties  interested  in  coal  mines 
on  the  Southern  Railway  ? 

Mr.  Dulaney.  Yes;  some  of  them.  Possibly  all  of  them  in  the 
Tennessee  Coal  &  Iron  Co.  and  the  Virginia  Iron,  Coal  &  Coke  Co. 
Mr.  Schley  is  interested  in  the  Coal  Creek  fields  tributarjr  to  Eiioxville. 

Mr.  Douglas.  Do  you  know  whether  or  not  the  mines  you  refer 
to  on  the  Southern  Railway  are  what  are  known  as  trust  mines! 
I  refer  to  the  Tennessee  Coal  &  Iron  Co.  and  the  Virginia  Iron, 
Coal  &  Coke  Co. 

Mr.  Dulaney.  Yes.  There  are  other  trust  mines  in  the  sense 
that  I  understand  it. 

Mr.  Douglas.  Suppose  you  define  it  now  as  you  imderstand  it, 
in  order  that  we  will  imderstand  you. 

Mr.  Dulaney.  It  is  not  my  intention  to  cast  odium  upon  the 
phrase  at  all.  As  I  understand,  ^' the  trust ''  means  those  that  have  a 
common  ownership  with  the  carriers,  or  a  common  control.     I  under- 
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stand  that  70  per  c^it  of  the  mines  in  the  Pocahontas  field  are  con- 
trolled by  the  Norfolk  &  Western  Railway.  The  Pocahontas  Coal  & 
Coke  Co.  is  a  large  land  owner  in  the  Pocahontas  field  and  all  of  it» 
stock  is  owned  by  the  Norfolk  &  Western  Railway  Co.  That  is  a 
point  I  wish  to  make.  The  Clinchfield  Railroad  properly  comes 
under  the  same  head.  There  is  a  holding  company,  called  the  Cimiber- 
land  Corporation,  which  owns  all  of  the  stock  of  the  Clinchfield  Rail- 
road and  all  of  the  stock  of  the  Clinchfield  mines,  and  all  of  the  stock 
of  a  third  company  which  is  now  proposing  to  build  docks  at  Charles- 
ton, so  that  the  parent  company,  the  nolding  company,  is  the  clearing 
house  for  all  three  of  these  others.  If  the  mining  company  shoula 
sell  coal  at  a  loss,  and  the  raihoad  company  shoiild  charge  excessive 
rates  and  make  big  money,  in  the  end  the  holding  company  could 
make  a  profit  and  the  mining  company  could  lose.  That  is  another 
point  I  desire  to  make. 

Mr.  Douglas.  Is  it  a  clearing  house  for  profits  and  losses? 

Mr.  DuLANEY.  Yes;  in  the  three  subsidiary  companies. 

Mr.  Douglas.  I  do  not  believe  you  finishea  your  answer  about  the 
character  of  the  organization  of  the  two  coal  companies,  namely,  the 
Tennessee  Coal  &  Iron  Co.  and  the  Virginia  Iron,  Coal  &  Coke  Co. 

Mr.  DuLANEY.  I  think  the  Tennessee  Coal  &  Iron  Co.'s  j^osition  in 
the  industrial  world  is  generally  well  understood.  That  companv  is 
controlled  by  the  United  States  Steel  Corporation,  and  is  located  at 
Birmingham,  Ala. 

Mr.  fiouGLAS.  Who  are  the  principal  owners  of  the  Virginia  Iron, 
Coal  &  Coke  Co.  ? 

• 

Mr.  DuLANEY.  Refening  to  the  exhibit  showing  the  interests  of  the 
list  of  men  whom  I  have  named,  I  want  to  add  this:  On  account  of 
ihe  fact  of  the  great  many  inquiries  sent  out  to  the  coal  companies  In 
which  they  are  interested,  asking  for  information,  I  shaU  have  to 
supply  certain  information  when  it  comes  in.  From  the  few  reports 
that  have  come  in,  however,  I  find  that  during  the  year  1913  the 
Berwind  mine,  one  in  which  Mr.  Baker  is  interested,  shipped  265,523 
tons  of  bituminous  coal  to  ports  south  of  Cape  Hatteras,  and  from 
the  clearance  report  of  shipments  from  Philadelphia,  for  part  of  the 
year  1913,  I  find  the  Iselin  mines  ar^  large  shippers  to  ports  south  of 
Hatteras.  Tampa,  Fla.,  during  the  year  1913  received  147,415  tons, 
as  reported  by  tne  marine  inspector,  all  shipped  from  Philadelphia, 
Norfolk,  and  ports  north  of  Norfolk. 

From  private  soiu'ces  I  have  learned  that  the  Atlantic  Coast  Line 
has  this  year  purchased  at  the  port  of  Tampa  35,000  tons,  and  that 
the  Seaboard  Air  Line  has  piu'chased  50,000  tons,  all  of  which  has  to 
be  moved  by  water  from  ^Norfolk,  Philadelphia,  and  probably  Balti- 
more. I  also  have  learned  that  the  Florida  East  Coast  Railway  is 
now  using  for  its  locomotives,  and  for  distribution  along  its  Une  for 
conunercial  purposes,  200,000  tons,  or  more,  which  it  receives  at 
Mayport  ana  wnich  is  shipped  from  Philadelphia  almost  entirely. 
^The  clearance  from  Philadelphia  also  shows  consignments  of  coal  to 
*the  Southern  Railway  Co.  at  Charleston.  I  call  particular  attention 
to  the  latter  statement. 

Senator  Tillman.  The  Southern  Railway  penetrates  coal  fields  itself 
and  could  haul  its  own  coal  to  tidewater  just  as  cheaply  as  these  peo- 
ple haul  it  to  Norfolk.     Is  that  the  case,  Mr.  Dulaney  % 
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Mr.  DuLANEY.  That  is  what  we  will  take  up  later  and  undertake 
to  show.  I  would  like  to  have  the  railroad  gentlemen  explam  that 
to  us. 

Senator  Tillman.  I  wanted  that  idea  to  soak  into  the  minds  of  the 
conmdttee,  at  least. 

Mr.  DuLANEY.  I  simply  ^ve  the  fact  here  that  from  the  records 
I  find  this  cargo  of  coal  shipped  from  Philadelphia  to  the  Southern 
Kailway  Co.  at  Charleston,  o.  C. 

Mr.  Thom.  Give  the  particulars  of  that,  Mr.  Douglas,  as  you  go 
along,  please. 

Mr.  Douglas.  We  will  do  that  later. 

Mr.  DxJLANEY.  For  some  reason  I  find  it  rather  difficult  to  get  exact 
information  as  to  coal  received  by  water  at  Jacksonville,  Brunswick, 
Femandina,  Charleston,  and  Savannah,  but  the  proportion  shipped 
in  by  water  is  comparatively  very  large.  I  shall  have  to  ask  the 
committee  to  aid  in  getting  reports  from  the  marine  inspectors  at 
these  towns,  and  from  the  railroads.  I  am  satisfied  that  the  coal 
movement  from  northern  ports  to  the  ports  south  of  Hatteras  are 
even  larger  than  I  have  hitherto  stated. 

Mr.  Douglas.  Are  all  the  men  you  have  named  in  the  Ust  on  the 
board  of  directors  of  the  Southern  Railway  Co.  ? 

Mr.  DuLANEY.  No.  Mr.  Adrian  Iselin,  jr.,  Mr.  Charles  Steele,  of 
Morgan  &  Co.,  Mr.  E.  H.  Gary,  of  the  Steel  Corporation,  and  George  F. 
Baker,  jr.,  are  members  of  the  board  of  directors  of  the  Souttiem 
Railway  Co.,  while,  as  shown  by  Exhibit  No.  1,  Mr.  McHarg,  Mr. 
Berwind,  and  Mr.  Steele  are  on  the  board  af  directors  of  the  Virgmia  & 
Southwestern. 

Mr.  Thom.  I  think  Mr.  Dulaney  just  stated  Mr.  Berwind  was  not. 

Mr.  Douglas.  He  stated  he  just  recentlj  resigned  ? 

Mr.  Thom.  I  just  wanted  to  call  attention  to  an  apparent  discrep- 
ancy. 

Mr.  Douglas.  You  have  testified,  I  beheve,  concerning  the  im- 
portant mines  on  the  Southern  Railway  and  what  you  cafl  'Hrust" 
mines  on  the  Norfolk  &  Western.  Do  the  rails  of  the  Southern  Rail- 
way Co.  practically  monopotize  or  control  coal  movement  from  these 
coal  fields  to  seaports  south  of  Cape  Hatteras  ? 

Mr.  Dulaney.  Yes;  that  is,  in  a  large  measure,  from  all  the  coal 
fields  south  of  Virginia,  and  thay  include  Lee  County,  Va.  It  is  safe 
to  say  that  the  Southern  Railway  Co.  practically  controls  the  move- 
ment to  the  South  Atlantic  ports  of  all  coal  soutn  of  Virginia,  includ- 
ing Lee  County,  Va. 

Mr.  Douglas.  Has  the  Southern  Railway  its  own  physical  connec- 
tions to  the  seaports  from  its  mines  and,  if  so,  how  long  has  it  had 
them? 

Mr.  Dulaney.  Certainly.  It  has  had  for  many  years.  It  has 
acquired  about  all  of  the  railroads  that  headed  toward  coal  mines  and 
has  used  some  of  them,  at  least,  for  many  years  to  carry  bonds  and 
stocks,  rather  than  to  carry  coal,  as  the  evidence  will  show. 

Mr.  Douglas.  What  roads  has  the  Southern  Railway  Co.  pur^ 
chased  for  the  purpose  of  connecting  Charleston  and  Savannah  witK 
the  coal  fields  of  Virginia,  Kentucky,  and  Tennessee  ? 

Mr.  Dulaney.  In  1906  it  acquired  the  Virginia  &  Southwestern 
Railway,  and  prior  to  that  it  had  acquired  the  Knoxville.  Cumberland 
Gap  &  Louisville  Railroad,  and  also  the  Knoxville  &  Ohio,  running 
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from  Knoxville,  Tenn.,  through  coal  fields  to  Jellico,  Tenn.  The 
question  asked  was  whether  the  Southern  Railway  Co.  has  purchased 
any  roads  to  reach  the  Virginia  and  Kentucky  mines;  that  is  the 
Question  I  have  answered.  As  I  have  stated,  m  the  year  1906  the 
southern  Railway  Co.  purchased  the  Virginia  &  Southwestern  Rail- 
way, which  at  that  time  had  its  dead  end  in  Tennessee,  and  it  was 
brought  up  by  way  of  Speers  Ferry  into  the  coal  field  at  Appalachia. 

Prior  to  that  time  it  had  purchased  a  road  running  from  Knoxville 
to  Cumberland  Gap,  called  the  Knoxville,  Cumberland  Gap  &  Louis- 
ville Railway.  Itnad  also  purchased  the  road  running  from  Knox- 
ville to  JeUico  to  the  coalfields, called  the  Kjioxville  &  Ohio.  Those 
are  the  three  roads  that  we  are  now  discussing.  From  Morristown, 
Tenn.,  one  of  the  main  lines  of  the  Southern  RaSway  Co.  runs  directly 
through  to  Charleston,  making  what  we  call  the  '* Tillman  pitchfork'' 
with  three  prongs.  Here  on  the  map  is  the  handle,  or  main  stem, 
running  from  Charleston  through  Columbia  and  Spartansburg  to 
Morristown,  and  then  it  takes  these  three  roads  which  I  have  just 
shown. 

Senator  Smith  of  Michigan.  How  about  the  Johnson  City  road 
running  north  to  Speers  Ferry  ? 

Mr.  DuLANEY.  That  is  still  another  road.  That  is  the  Clinchfield, 
which  does  not  belong  to  the  Southern  Railway  Co.,  but  we  will  come 
to  that  a  little  later. 

Mr.  Douglas.  Have  you  made  any  eflFort  with  the  Southern  Rail- 
uray  Co.  to  get  rates  to  Charleston  and  a  coal  outlet  there  ? 

Mr.  DuLANEY.  I  have,  with  emphasis.  I  have  made  many  eflForts 
^luring  the  last  10  or  12  years,  even  before  the  Southern  Railway  Co. 
liad  acquired  the  Virginia  &  Southwestern. 

Mr.  Douglas.  As  1  understand  it,  your  position  is  that  certain  men, 
largely  interested  in  the  so-called  Coal  Trust,  have  imdue  influence  in 
shaping  or  keeping  shaped  the  policy  of  the  Southern  Railway  Co. 
and  other  railroads,  and  that  they  are  using  that  influence  to  keep 
"the  ports  south  of  Cape  Hatteras  closed,  so  as  to  hold  the  coal  trade 
Inhere  for  the  coal  trust,  and  so  as  to  prevent  competition  in  the  export 
business,  as  well  as  in  the  matter  of  fiunishing  coal  to  the  Navy  and 
naval  stations  ? 

Mr.  DuLANEY.  That  is  substantially  my  position.  I  also  hold  that 
some  of  the  railroads  are  being  used  to  stifle  and  destroy  independent 
mines,  as  will  be  shown  by  facts  later. 

Mr.  Douglas.  What  outlay,  or  investment,  has  been  made  by  the 
Southern  Railway  Co.  in  the  matter  of  acquiring  other  railroads  reach- 
ing into  the  Virginia  and  Kentucky  coal  fields  ? 

Mr.  DuLANEY.  We  are  still  discussing  the  three  roads  I  have  just 
shown  you.  I  should  say  $15,000,000  would  be  a  conservative  esti- 
mate 01  the  outlay,  on  account  of  the  three  roads  as  they  now  stand, 
which  were  ostensibly  acquired  by  the  Southern  Railway  Co.  for  the 
movement  of  coal  from  Virginia,  Tennessee,  and  Kentucky. 

Senator  Tillman.  The  records  are  in  existence,  I  suppose,  showing 
the  cost  of  these  roads  when  they  were  built  ? 

Mr.  DuLANEY.  The  railroads  can  furnish  that.  I  can  furnish  a 
good  deal  of  the  information; 

Senator  Tillman.  I  do  not  ask  you  to  furnish  the  information,  but 
I  want  it  from  one  source  or  another  before  we  will  get  through. 

Mr.  DuLANBY.  We  will  develop  that,  I  think. 
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Mr.  Douglas.  Do  you  mean  that  the  Southern  Railway  Co.  has 
invested  as  much  as  $12,000,000  or  $15,000,000  to  get  control  of  rail- 
roads reaching  these  coal  fields  and  yet  has  not  provided  the  loading 
facilities  or  docks  to  give  the  coal  outlet  at  tide  water  t 

Mr.  DuLANEY.  That  is  so  and  has  been  the  fact  for  many  years. 
I  say,  too,  that  it  cannot  justifv  the  acquisition  of  some  of  these  roads 
except  on  the  theory  that  they  were  to  develop  and  carry  coal; 
otherwise  it  has  no  use  for  them  except  to  restrain  trade  and  prevent 
the  shipment  of  coal. 

Mr.  Douglas.  How  do  you  account  for  such  a  policy  ? 

Mr.  DuLANEY.  I  beUeve  it  is  impossible  to  justify  such  a  poKcy, 
and,  to  me,  it  is  impossible  to  escape  the  conclusion  that  the  parties 
named,  and  probably  some  of  their  associates,  are  using  the  Southern 
Railway  Co.  to  protect  and  serve  their  own  private  interests  at  the 
expense  of  the  Southern  Railway  itself,  and  at  the  expense  of  the 
territory  which  it  serves. 

Mr.  Douglas.  You  have  mentioned  the  name  of  Mr.  Berwind. 
Will  you  explain,  for  example,  just  how  Mr.  Berwind's  interests 
would  be  interfered  with  if  coal  from  the  mines  on  the  Southern's  rails 
should  have  a  lower  rate  to  South  Atlantic  seaports  and  an  outlet 
through  the  port  at  Charleston  ? 

Mr.  DuLANBY.  Certainly.  Mr.  Berwind's  coal  operations  on  the 
Pennsylvania  Railroad  system,  the  Norfolk  &  Western^  and  the  Chesa- 
peake &  Ohio  now  have  a  large  business  at  Jacksonvdle  and  Tampa 
and  many  other  tidewater  cities,  due,  as  I  claim,  entirely  to  tne 
Southern  Railway  Co.'s  high  rates  from  mines  on  its  own  rails  to 
these  cities. 

K  the  Southern  Railway  Co.  would  make  its  rates  as  low  as  the  tide- 
water rates  of  the  Baltimore  &  Ohio  or  the  Norfolk  &  Western,  it 
would  break  up  Mr.  Berwind's  trade  in  these  cities  south  of  Hatteras, 
and  give  that  ousiness  to  the  mines  on  the  Southern  Railway,  or  to 
the  local  mines  on  it  and  other  roads  where  it  naturally  belongs,  the 
Clinchfield,  for  instance,  and  if  coal-loading  facihties  were  provided 
at  Charleston,  open  aUke  to  all  shippers,  Sir.  Berwind  would  have 
new  competition  in  the  export  business.  The  same  would  be  true  as 
to  the  great  coal  interests  of  Mr.  Baker,  Mr.  Iselin,  Mr.  Gary,  as  weD 
as  Morgan  &  Co.,  and,  as  may  be  seen  from  Exhibit  1,  all  these  men 
are  interested  also  as  bankers  in  keeping  the  currents  of  money 
turned  toward  New  York.  So,  from  a  business  or  selfish  point  of 
view,  they  could  not  be  expected  to  favor  making  Charleston  or  Jack- 
sonville a  coal  port,  open  aUke  to  all  shippers,  and  the  fact  that 
these  men  shown  in  Exhibit  No.  1  are  wilfing  to  serve  as  dkectors 
in  companies  with  conflicting  responsibiUties,  is  not  to  be  ove^ 
looked.  I  think  it  will  be  shown  that  a  million  tons  is  shipped  in  by 
water  yearly  which  takes  awav  at  least  $2,500,000,  that  is,  tnat  section 
is  forced  to  buy  from  Pennsylvania  that  which  it  has  at  home. 

Senator  Poindexter.  Have  you  considered  the  phase  of  that 
question  that  you  have  just  been  discussing,  with  reference  to  the 
Southern  Railroad  itself,  and  what  effect  the  loss  of  this  business,  if 
any,  upon  the  income  of  the  road  would  be  ? 

Mr.  DuLANEY.  Yes;  we  will  take  that  up  later. 

Senator  Poindexter.  In  that  connection  it  will  have  a  bearing  on 
the  question  of  reasonable  rates  and  the  application  for  increase  of 
rates  pending  by  some  roads.    Is  the  Southern  one  of  the  roads  ? 
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Mr.  Thom.  No;  they  are  the  eastern  roads  that  are  applying  for 
an  increase  of  rates. 

Mr.  Douglas.  In  that  connection,  Mr.  Dulaney,  before  you  leave 
the  subject,  I  suppose  all  the  members  of  the  committee  know 
approximately,  but  can  you  give  with  any  degree  of  accuracy  the 
distance  this  coal  is  barged  or  taken  down  the  Atlantic  coast  and 
sold  to  consumers  at  Jacksonville,  Savannah,  and  Charleston,  and 
about  how  often  the  coal  is  handled  ? 

Mr.  Dulaney.  Mr.  Wright  has  prepared  exact  statistics  on  that, 
and  I  have  already  shown  in  a  general  way  that  the  coal  measures 
that  run  diagonally  across  the  United  States  almost  parallel,  prac- 
tically, the  sea  coast.  A  later  witness  has  prepared  himself  as  to  the 
exact  details  and  will  take  that  subject  up,  but  I  have  already  made 

the  statement  so  far 

Senator  Smith  of  Michigan.  Do  you  claim  there  is  any  conununity 
of  interest  between  the  faclHties  aflForded  for  the  shipment  of  coal 
from  the  North  by  water  and  the  Southern  Railway  or  its  allied 
conapanies  ? 

Mr.  Dulaney.  I  think  we  shall  be  able  to  show  that,  sir. 
Senator  Smith  of  Michigan.  I  suppose  you  will  show  whether  the 
vessels  that  carry  this  coal  south  return  empty  or  whether  they  bear 
different  traffic  northward.  The  point  I  am  trying  to  get  at  is  this: 
If  a  shipment  is  made  south  by  water  and  then  the  vessel  should 
return  north  empty,  the  cost  of  that  journey  would  be  about  the 
same  both  ways  and  the  charge  made  agamst  the  traffic  correspond- 
ingly high.  Ii  they  go  back  filled,  or  at  least  one  way  with  coal  and 
back  with  something  else,  it  might  in  some  measure  account  for  the 
apparent  course  of  that  trade. 

Mr.  Dulaney.  It  is  proper,  in  that  connection,  that  I  make  this 
explanation:  That  coal,  as  a  rule,  is  not  moved  by  the  regular  trans- 
portation water  lines,  but  is  moved  by  barge  companies.  In  the 
case  of  Berwind-White  Co.  they  own  their  own  facilities  for  water 
transportation.  We  will  take  that  up  a  little  later  and  go  into  the 
details. 

Senator  Smith  of  Michigan.  I  would  like  to  fix  in  my  own  mind 
whether  the  supply  furnished  to  these  southern  ports  comes  from 
Pennsylvania,  or  ports  still  north  of  Pennsylvania. 

Mr.  Dulaney.  We  are  speaking  of  bituminous  coal.  The  most 
northern  points  are  Philadelphia,  Baltimore,  Newport  News,  and  the 
two  ports  at  Norfolk. 

Mr.  DouGixAS.  You  mean,  Mr.  Dulaney,  that  most  of  the  coal  going 
south  goes  through  one  or  the  other  of  tnose  ports  ? 

Mr.  Dulaney.  Yes.  You  have  reference  to  coal  that  moves  by 
water  to  these  ports  south  of  Hatteras. 

Senator  Smith  of  Michigan.  As  I  understand  you,  these  various  rail- 
road fines  having  termini  on  the  Atlantic  coast,  1  assume  between 
Jacksonville  and  Newport  News,  have  not  that  apparent  freedom  or 
disposition  to  haul  coal  to  the  Atlantic  ports  in  that  way,  that  is,  by 
rail,  whereas  the  coal  is  hauled  a  longer  distance  to  southern  ports  by 
water  ?  Am  I  correct  in  that  ? 
Mr.  Dulaney.  You  are  correct,  except  you  said  Newport  News. 
Scniator  Smith  of  Michigan.  Yes.     I  took  the  northernmost  point. 

54245— No.  1—14 2 


18  TBANSPOBTATION   OP  COAL. 

Mr.  DuLANEY.  Just  say  south  of  Norfolk,  or  south  of  Hatteras,  and 
then  you  have  the  statement  as  I  would  give  it.  All  the  ports  south 
of  Cape  Hatteras  are  closed  to  the  coal  trade  originating  on  the 
Southern  Railway,  so  far  as  moving  the  coal  through  the  ports  is 
concerned.  I  will  add  right  here  tnat  we  are  going  to  take  up  this 
same  subject  later,  and  we  are  going  to  undertake  to  show  that  every 
rate  from  mines  on  the  Southern  Railway  to  ports  from  Appalachia, 
Va.,  by  way  of  the  Southern  Railway  to  Charleston,  is  made  on  the 
competition  that  has  to  be  met  from  Philadelphia,  giving  the  PhUa- 
delpnia  operator  a  little  advantage,  about  15  or  20  cents.  It  is  so 
apparentlv  made  for  the  purpose  of  preventing  the  movement  of 
coal  on  the  Southern  Railway  that  I  think  you  will  readily  see  it 
when  we  get  to  it. 

Senator  Smith  of  Michigan.  Is  that  an  arbitrary  rate  made  by  the 
carrier  ? 

Mr.  DuLANEY.  It  is  a  rate  made  by  agreement  of  aU  the  carriers  in 
the  South. 

Senator  Smiih  of  Michigan.  Has  the  law  no  voice  in  fixing  this 
rate?  I  mean  to  say  is  the  law  silent  now  on  the  question  of  rates 
of  that  character? 

Mr.  DuLANEY.  I  have  heard  no  voice. 

Senator  Smffh  of  Michigan.  You  assume  that  there  is  a  law  that 
wiU  not  permit  such  discmnmation  as  that,  do  you  not  ? 

Mr.  DuLANEY.  I  have  assumed  that,  and  that  is  exactly  why  I  am 
presenting  this  case  now. 

Senator  Poindexter.  Sometimes  it  is  difficult  to  get  the  law  into 
operation. 

Mr.  Douglas.  Many  of  these  matters  we  will  bring  out  later  in  the 
testimony  of  Mr.  Dulanoy  and  also  in  the  t-^stnnony  of  Mr.  Wright. 
Mr.  Dulanf^y,  how  would  the  lower  rates  affect  th-^-  Southern  Rail- 
way Co.  ? 

Mr.  DuLANEY.  My  position  is  this:  If  the  rates  were  made  so  as  to 
allow  free  movement  of  coal  from  the  mines  on  the  Southern  Rail- 
way to  tidewater  for  outlet,  with  provision  for  water  movement,  and 
so  as  to  allow  free  movement  to  all  consuming  points  on  the  rails  of 
the  Southern  Railway  to  interior  points,  it  would  increase  the  freight 
revenues  directlv  from  the  new  business  and  indirectly  by  the  impetus 
given  to  manufacturing  industries  in  that  section.  Such  a  policy 
would  keep  mon^vy  in  the  territory  and  also  bring  in  now  money  from 
coal  exported.  It  would  give  the  miners  something  to  do  and  th'^ 
Southern  Railway  something  to  haul,  and  it  would  give  coal  to  those 
people  living  south  of  Hatteras  at  the  same  price  as  those  who  live 
north  of  Hatteras  now  enjoy.  I  hold  that  the  people  are  entitled  to 
some  consideration. 

Mr.  Douglas.  How  would  the  so-called  coal  trust  be  affected  if 
Charleston  were  made  an  outlet  for  coal,  with  facilities  and  conditions 
alike  to  all  shippers  ? 

Mr.  Dulaney.  It  would  break  up  the  monopoly  in  the  tidawator 
coal  trade,  as  I  seo  it,  and  benefit  the  naval  station  at  Charleston  and 
the  Navy,  from  an  economic  standpoint.  If  any  one  coal  port  were 
opened  south  of  Hatteras — or  north  of  Hatteras,  for  that  matter — it 
would  destroy  the  coastwise  monopoly;  and  if  Charleston  were  opened 
the  other  seaport  towns  would  logically  follow  suit. 
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Senator  Smith  of  Michigan.  Does  question  of  quality  enter  at  all 
into  this  matter  ? 

Mr.  DuLANEY.  Yes;  but  the  same  coal  that  now  passes  through 
Norfolk  could  just  as  essilj  pass  through  Charleston. 

Senator  Smith  of  Michigan.  I  understand  it  could,  but  it  does 
not,  and  there  must  be  some  reason  for  it.  Of  course^  I  know  that 
coal  is  hauled  from  points  m  Kentucky  to  northern  Michigan  where 
we  have  coal  mines,  but  that  is  because  the  (juaUty  of  our  coal  is 
unsuited  to  the  commercial  purposes  to  which  it  is  devoted.  If  that 
enters  into  the  situation  at  all  it  might  in  some  wav  account  for  the 
disparity.  The  question  of  quality,  however,  often  does  cut  an 
important  fi^re  in  matters  of  this  kind,  and  we  frequently  leave 
home  for  things  that  we  can  approximately  although  not  exactly 
duplicate  at  home. 

Mr.  Lyon.  Mr.  Dulaney,  just  let  me  ask  vou  this:  li  you  get 
equality  of  rates,  you  are  willing  to  stand  on  tne  question  oi  quahty 
01  coal,  are  you  not  ? 

Mr.  Dulaney.  Most  assuredly. 

Mr.  Lyon.  And,  second,  is  it  not  a  fact  that  this  very  coal  is 
hauled  via  Norfolk,  is  hauled  from  within  30  miles  of  the  coal  in 
the  southwest  Virginia  field,  shipped  around  into  Charleston,  and 
the  same  quality  of  coal  served  by  the  Southern  Kailway  and 
Norfolk  &  Western  ?  It  is  a  saving  m  handling  the  coal,  and  these 
people  will  stand  upon  the  quahty  of  their  coal,  if  they  can  get  the 
equality  of  rate.  They  are  asking  no  favors.  If  they  can  not  ship  the 
coal  after  they  get  the  rate,  they  had  better  go  out  of  business. 

Mr.  Dulaney.  The  point  I  make  is  that  if  the  quality  is  inferior, 
so  that  the  railroads  do  not  want  to  haul  it,  that  would  prevent  the 
hauling.  But  ^ve  the  operators  a  chance.  They  claim  that  one 
reason  for  makmg  my  prices  higher  than  other  people's  is  be<5ause 
my  coal  is  better.     So  tnat  ought  to  answer  your  question. 

Senator  Smith  of  Michigan.  That  tends  to  throw  some  Ught  on  it, 
although  there  must  be  something  else  there  that  we  do  not  fully 
understand. 

Mr.  Dulaney.  We  propose  to  show.  Senator,  this:  I  have  named 
four  or  five  directors  who  have  been  serving  for  many  years  in  the 
Southern  Railway.  I  have  just  shown  that  they  own  practically 
nothing  in  the  Southern  Railway,  a  few  shares  of  common  stock, 
and  of  the  whole  list  of  men  but  one  or  two  of  them  own  small  blocks 
of  preferred.  I  have  also  shown,  and  expect  to  enlarge  the  exhibit, 
that  these  same  men  are  interested  in  the  largest  coal  mining  enter- 
prises in  Pennsylvania  and  in  West  Virgiaia — the  big  coal  trust. 

Senator  Smith  of  Michigan.  That  is  an  important  fact. 

Mr.  Dulaney.  And  I  charge  that  they  are  exercising  their  influ- 
ence in  the  Southern  Railway  to  prevent  the  Southern  Railway  from 
moving  coal  from  the  mines  on  its  rails  to  south  Atlantic  ports. 

Senator  Smith  of  Michigan.  That  is  very  important. 

Mr.  Dulaney.  It  is  a  serious  charge,  but  I  think  we  will  sustain  it. 

Senator  Smith  of  Michigan.  In  developing  that  idea,  I  will  watch 
you  with  a  great  deal  of  interest. 

Mr.  Dulaney.  I  thank  you,  sir. 

Mr.  Douglas.  Mr.  Dulaney,  you  were  talkmg  about  Norfolk  there, 
and  the  tidewater  coal  trains.     You  say  if  the  rates  were  the  same 
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as  at  points  north  of  Cape  Hatteras  it  would  reduce  the  price  of 
coal  to  South  Atlantic  seaports — how  much? 

Mr.  DuLANEY.  I  make  this  statement:  I  can  see  no  reason  why 
^rates  from  Birmingham  to  Jacksonville  should  not  be  $1.40  for  tide- 
water— that  is,  to  go  out  at  that  port — because  they  are  $1.40  at  Nor- 
folk. I  can  see  no  reason  why  Jacksonville,  as  a  consuming  point, 
should  not  have  rates  from  Birmingham  at  $1.50,  the  same  as  Nor- 
folk enjoys. 

Now,  just  here,  as  a  coincidence,  I  will  throw  in  something.  I 
notice  the  difference  in  the  growth  of  the  population  of  Charleston — 
and  Charleston  has  a  splendid  harbor— and  Norfolk  for  the  last  10 
years  is  40  per  cent;  that  is,  Norfolk  has  grown  40  per  cent  faster 
than  Charleston.     The  coincidence  is  this 

Senator  Poindexter.  But  neither  one  of  them  has  grown  like  it 
should  have. 

Mr.  DuLANEY.  But  the  coincidence  is  this:  That  Norfolk  receives 
its  coal,  and  has  for  that  period  of  time,  at  40  per  cent  less  than 
Charleston  in  the  matter  of  freight  rate,  although  they  are  both  the 
same  distance  practically  from  the  coal  field. 

Senator  Smith  of  Michigan.  That  may  have  an  important  bearing 
on  it,  but  you  take  Detroit  and  Buffalo,  the  situation  is  just  as  strik- 
ing, without  that  contiogency. 

Mr.  DuLANEY.  Yes. 

Senator  Smith  of  Michigan.  And  Cincinnati  and  Cleveland  equally 
strikiDg. 

Senator  Tillman.  Charleston  is  nearly  a  dead  town  because  of 
railroad  discrimination. 

Mr.  Douglas.  Approximately,  what  would  be  the  diflFerence  in 
the  price  of  coal  it  the  same  advantage  were  given  to  the  South 
Atlantic  ports—  those  south  of  Hatteras—  as  to  those  north  ? 

Mr.  DuLANEY.  I  think  Jacksonville  ought  to  have  coal  $1  cheaper 
than  she  is  now  gettiog  it. 

Senator  Smith  of  Michigan.  And  that  it  is  vital  to  her  welfare  ? 

Mr.  DxjLANEY.  I  think  it  is  most  certainly  vital.  How  can  one 
town  compete  with  another,  with  all  other  conditions  alike,  except 
fuel,  where  one  pays  40  to  60  per  cent  more  for  transportation  than  tne 
other,  and  where  the  conditions  are  practically  the  same  ?  It  is  unfair 
to  the  town  which  pays  the  higher  transportation  rate. 

Senator  Tillman,  in  this  case  both  of.  them  are  throttled  by  the 
railroad. 

Mr.  DuLANEY.  The  same  thing  is  true  of  Charleston,  Wilmington, 
Jacksonville,  Brunswick,  and  Fernandina. 

Senator  Tollman.  And  Savannah. 

life.  DuLANEY.  And  Savannah.  And  it  affects  the  whole  State  of 
Florida  and  all  the  interior,  as  we  will  show  you  later. 

Mr.  Douglas.  Mr.  Dulaney,  what  reason  have  you  to  believe  that 
Berwind,  for  instance,  enjoys  any  special  influence  with  the  Pennsyl- 
vania Railroad  ? 

Mr.  Dulaney.  I  would  like  to  go  into  that  at  length,  if  you  will 
permit — say,  for  five  minutes. 

Senator  Poindexter  (presiding).  Use  your  own  judgment  about  it, 
Mr.  Dulaney. 

Mr.  Dulaney.  Because  it  is  very  important  in  this  case. 
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Senator  Smith  of  Michigan.  I  would  like  it  in  detail. 

Senator  Poindexteb.  Go  ahead. 

Mr.  DuLANBY.  In  the  first  place,  I  have  the  statement  of  the  Inter- 
state Commerce  Commission  m  its  report  to  the  Senate  and  House  of 
Bepresentatives,  made  January  25,  1907.     On  page  64  it  says: 

It  would  appear  from  the  evidence  that  the  Berwind- White  Co.  and  the  Keystone 
CJoid  &  Coke  Co. 

Mr.  Douglas.  That  is  a  quotation  from  the  report  ? 

Mr.  DulanUt.  That  is  the  Quotation  from  the  report.  In  addi- 
tion to  the  individual  cars  supplied  by  the  Pennsylvama  Eailroad  Co. 
"were  treated  with  much  greater  consideration  than  many  other  oper- 
ators on  the  lines/'  etc. 

Senator  Tillman.  Is  that  the  reply  of  the  Interstate  Commerce 
Commission  ? 

Mr.  DuLANEY.  This  is  the  report. 

Senator  Tillman.  In  reply  to  the  Tillman  resolution  ? 

Mr.  DuLANEY.  That  is  correct.    It  further  states: 

But  it  is  a  significant  &M:t  that  as  to  Keystone  Coal  &  Coke  Co.  many  officers  and 
employees  of  the  Pennsylvania  Railroad  Co.  are  stocUiolders  in  that  company  and 
ite  growtii  has  been  phenomenal,  etc. 

The  report  fiu'ther  shows  that  the  Berwind- White  mines  were,  in 
XS07,  the  largest  shippers  on  the  Pennsylvania  Railroad,  and  since 
tiliat  time,  as  the  facts  in  this  case  will  show,  this  Berwind- White- 


-t^ennsylvania  Railroad  coal  monopoly  is  the  dominating  factor  of 
"fclie  great  coal  trust,  and  that  all  tidewater  rates  are  made  with  sig- 
^Odficant  consideration  for  this  big  interest. 

Right  there  I  would  like  to  make  a  little  explanation.  The  Ber- 
"^VTud- White  people  enjoy  a  rate  from  the  Pennsylvania  fields,  say,  to 
^^^altimore,  of  $1.18.. 

Senator  Smtth  of  Michigan.  Water  or  rail  ? 
Ifr.  Douglas.  All  rail. 

Mr.  DuLANEY.  All  rail  to  Baltimore,  provided  it  passes  out  through 
'tte  Capes,  when  it  receives  a  rate  of  $1.18.  Now,  m  the  construction 
oi  rates,  as  we  propose  to  show  later,  if  you  will  take  the  water  rate, 
"W-hich,  from  Baltimore,  ranges  from  80  cents  to  $1  to  Charleston—- 
"take  tiie  90 — the  middle  quotation;  add  that  to  Berwind's  rail  rate, 
%1.18,  and  reduce  it  to  short  tonnage,  and  you  will  find  that  it  reaches 
Charleston  at  20  cents,  or  just  about  20  cents,  lower  than  the  aU-rail 
Xate  from  mines  on  the  Southern  Railway,  giving  the  Berwind- White 
that  profit. 
Senator  Smith  of  Michigan.    What  mines  ? 

Mr.  DuLANEY.  Take  the  rate  from  St.  Charles.    Point  it  out  there, 
please,  to  Senator  Smith.    To  Charleston  the  all-rail  rate  is  $2.05  per 
short  ton.    Take  now  the  Baltimore  rate  which  is  enjoyed  by  Mjp. 
Berwind,  aU-rail,  $1.18. 
Mr.  Douglas.  You  mean  from  any  of  the  Berwind  mines  ? 
Mr.  DuLANEY.  That  is  not  important. 
Mr.  Douglas.  That  is  what  the  Senator  asked. 
Mr.  DuLANEY.  I  say  certain  Berwind  mines  ship  through  Baltimore. 
Mr.  Douglas.  Well,  go  ahead. 

Mr.  DuLANEY.  Add  90  cents  to  that  for  water,  and  reduce  it  to 
short  tons,  which  is  12  per  cent,  and  what  do  you  have  there  ? 
Mr.  Lyon.  $1.85. 
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Mr.  DuLANBY.  $1.85  which  Mr.  Berwind  enjoj^  from  his  mines  by 
water  through  Baltimore  to  Charleston,  or  something  over  20  cents 
advantage,  which  eiYes  them  the  business  if  he  wante  it. 

Senator  Smith  oi  Michigan.    Advantage  over  this  route  ? 

Mr.  DuLANEY.  Over  any  of  the  mines  on  the  Southern  Railway. 
It  ranges  from  15  to  25  cents  advantage. 

Senator  Smith  of  Michigan.  How  does  it  compare  with  the  C.  &  0. 
rates  from  West  Virginia  to  Newport  News  ? 

Mr.  DxjLANEY.  You  mean  and  continued  on  to  Charleston  ? 

Senator  Smith  of  Michigan.  Yes. 

Mb-.  DuLANEY.  I  am  glad  you  mentioned  Newport  News.  When 
the  Newport  News  rates  were  put  in  later,  as  I  will  show,  they  took 
into  consideration  Mr.  Berwind's  rates,  and  the  Newport  News  rate 
was  made  $1.40,  allowing  22  cents  to  Mr.  Berwind's  mmes  to  equalize 
them  in  getting  out  through  the  Capes. 

Senator  Smtth  of  Michigan.  Then  he  had  a  differential  ? 

Mr.  DuLANEY.  A  diflFerential  in  favor  of  Mr.  Berwind  of  22  cents. 
The  same  thing  was  done  at  Norfolk.  As  we  will  show  you  later,  by 
agreement  which  we  have  imearthed,  the  Pennsylvania  Railroad 
actually  controls  the  making  of  all  those  tidewater  rates.  We  will 
come  to  that  in  a  few  minutes. 

Senator  Smith  of  Michigan.  Including  the  C.  &  O.,  the  B.  &  0., 
and  the  Norfolk  &  Western  ? 

Mr.  DiiLANEY.  It  owns  the  Norfolk  &  Western. 

Senator  Smtth  of  Michigan.  I  know  that. 

Mr.  DuLANEY.  We  have  got  that  and  will  come  to  it. 

Senator  Smtth  of  Michigan.  But  I  was  not  aware  they  owned  the 
C.  &  O. 

Mr.  DuLANEY.  They  did  at  one  time. 

Senator  Smith  of  ACchigan.  They  do  not  now? 

Mr.  Thom.  I  would  like,  to  know  whether  the  Southern  Railway  is 
included  under  that  charge. 

Mr.  DuLANEY.  Of  ownership  ? 

Mr.  Thom.  Of  the  Pennsylvania  Railroad  controlling  the  rates  on 
the  Southern. 

Mr.  Lyon.  We  make  that  chaise. 

Mr.  Thom.  I  am  asking  the  extent  of  the  chaise. 

Mr.  DuLANEY.  We  do  chaise  that. 

Mr.  Douglas.  Mr.  Dulaney,  is  Berwind  interested  in  steamboats 
engaged  in  coastwise  trade  south  of  Cape  Hatteras  ? 

Sir.  Dulaney.  Yes ;  he  is  prominently  connected  with  the  Atlantic, 
Gulf,  and  West  India  steamship  lines  which  control  the  Clyde  line, 
the  Mallery  Line,  and  several  others.  The  lines  thus  held,  together 
with  the  water  lines  owned  by  the  railroads,  such  as  the  Merchants  & 
Miners,  practicalljr  control  the  South  Atlantic  coastwise  trade; 
and  the  territory  is  divided  up  among  these  interests.  (See  report, 
Feb.  24,  1912,  Committee  on  Merchant  Marine,  etc.,  under  House 
resolutions  587,  beginning  with  Chapter  XIII.)  I  believe  it  will  be 
shown  that  he  ana  the  Norfolk  &  Western  Railway  are  the  most 
potent  instruments  of  the  Pennsylvania  Railroad  in  the  matter  of 
controlling  rates  in  the  entire  Southeast.     That  is  my  proposition. 

Mr.  Douglas.  Is  he  interested  in  any  other  steamship  company  ? 

Mr.  Dulaney.  Yes ;  he  is  also  a  director  in  the  International  Mer- 
cantile Marine  Co.,  a  Morgan  company,  as  shown  by  Exhibit  No.  1. 
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Mr.  Douglas.  Are  the  rates  in  the  South  Atlantic  section  to  in- 
tierior  points  comparatively  high  ? 

Mr.  DuLANEY.  Yes;  certainly  they  are  high.  The  territory  is  not 
tig  enough  to  take  care  of  the  railroads  if  the  seaports  are  kept  closed. 
The  more  the  distributing  territory  is  restricted,  the  higher  the  rates 

Taave  to  be 

Senator  Poindexter.  Are  you  speaking  now  of  rates  in  general, 
or  coal  rates  ? 

Mr.  DuLANEY.  I  am  speaking  of  rates  in  general. 
Mr.  Douglas.  Particmarlv  coal  rates  ? 

Mr.  DuLANEY.  Particularly  coal  rates — ^in  order  to  raise  a  given 
X'evenue;  and  so  the  inland  towns  controlled  in  rate  matters  by  the 
Southern  Railway  Co.  are  made  to  pay  the  highest  coal  rates  that 
I  know  of  in  the  whole  country. 

Mr.  Douglas.  How  do  these  rates  compare  with  rates  to  towns 
similarly  situated,  say  on  the  Norfolk  &  Western  Railway,  as  to  dis- 
'bance  from  mines  ? 

Mr.  DuLANEY.  The  Norfolk  &  Western  rates  are  much  lower. 
Take,  for  example,  its  distributing  group  in  Virginia  farthest  from 
"fclie  mines,  the  one  embracing  NonoBk  and  Petersburg,  and  the  rate 
is  $1.50.  Now,  take,  for  example,  on  the  Southern  Railway,  Colum- 
bia, S.  C,  and  points  within  a  radius  of,"  say,  100  nules  of  Columbia, 
and  the  rates  will  average  $2.25  for  a  shorter  haul,  in  my  opinion;  I 
Ixave  not  figured  out  that  average,  but  I  will  be  glad  to  have  it  done. 
In  f  a6t,  I  do  not  know  of  a  rate  within  that  radius  that  is  much  lower 
t>]ian  $2.25,  and  some  of  them  are  higher. 

Senator  Poindexter.  Might  I  interrupt  you  just  a  moment  ? 
Mr.  Douglas.  Yes. 

Senator  Poindexter.  As  to  the  price  of  coal  in  these  towns  in 
southern  territory  as  compared  with  towns  north,  the  retail  price  to 
the  consumer;  have  you  inquired  into  that? 
Mr.  DuLANEY.  Why,  yes. 
Senator  Poindexter.  Generally  ? 

Mr.  DuLANEY.  We  would  be  glad  to  sell  all  the  coal  at  $1  at  the 
mine  if  we  could  sell  it.  The  Pocahontas  field,  adjoining  us,  I 
should  say  now  gets  an  average  of  $1.15  to  $1.25. 

Senator  Poindexter.  You  spoke  a  moment  ago  about  that,  but 
you  did  not  give  any  figures  on  it.     You  spoke  about  the  people  of 
Jacksonville,  for  instance,  being  entitled  to  cheap  coal  ? 
Mr.  DuLANEY.  Yes. 

Senator  Poindexter.  What  do  the  people  in  Jacksonville  have  to 
pay  for  coal  of  a  similar  quality  to  Pocahontas  coal  that  the  people 
of  Norfolk  buy,  compared  to  the  Norfolk  price  ? 

Mr.  DuLANEY.  That  is  entirely  a  question  of  rates.  The  difference 
in  rate  is  the  diflFerence  between  $1.50  and,  say,  $2.30. 

Senator  Poindexter.  Does  that  difference  in  rates  remain  and 
affect  the  retail  price  of  the  coal  ? 
"hSr.  DuLANEY.  Would  it  hav3  anv  effect  ? 

Senator  Poindexter.  I  am  speaning  about  the  actual  conditions. 
Mr.  Dulaney.  I  just  asked  the  question. 

Senator  Poindexter.  Does  it  hold  out  as  having  that  effect  on 
the  retail  price  t 
Mr.  Douglas.  Do  you  understand  the  question? 
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Mr.  DuLANEY.  I  believe  I  do;  I  will  answer  and  see. 

Senator  Poindexter.  To  put  it  in  a  simple  form,  what  is  the  com- 
parative retail  price  in  coal  at  Jacksonville  and  Nonolk,  for  the  same 
quality  of  coal? 

Mr.  DuLANEY.  The  diflFerence  in  the  freight  rate. 

Mr.  Douglas.  Is  that  so  from  actual  experience  and  observation? 

Senator  Tillman.  Mr.  Dulaney  has  not  investigated  those  prices, 
and  he  is  not  familiar  with  local  conditions. 

Mr.  Dulaney.  If  you  are  speaking  of  the  price  the  wholesaler  puts 
upon  his  coal  to  the  retailer,  I  do  not  know  a  thing  about  it.  As  I 
understood  it,  you  were  speaking  of  what  the  dealer  or  the  consuiner 
would  pay. 

Senator  Poindexter.  I  think  it  would  be  interesting  to  know  what 
the  retail  consumer  has  to  pay  for  his  coal.  It  might  be  explained 
one  way  or  another.    Did  you  have  occasion  to  investigate  that! 

Mr.  Dulaney.  I  have  investigated  to  that  extent,  that  he  buys  his 
coal  at  the  mines  in  Virginia  as  cheaply  as  the  man  in  Norfolk  buys 
his  coal;  but  the  man  in  Norfolk  gets  a  rate  of  $1.50  and  the  man  in 
Jacksonville  gets  a  rate  of  $2.25  or  $2.35. 

Mr.  Douglas.  What  the  Senator  wanted  to  get,  as  I  understand  it, 
was  what  is  the  practical  diflFerence  in  the  price  paid  by  the  consumer. 
He  wants  to  know  that.  What  is  the  practice  effect  of  the  difference 
in  coal  rates  on  the  price  paid  by  the  consumer  of  the  coal  ? 

Mr.  Dulaney.  Does  not  that  answer  it  ?    It  ranges 

Senator  Poindexter.  You  have  not  answered  it. 

Mr,  Dulaney.  From  85  cents  to  $1.    Does  that  answer  it? 

Senator  Poindexter.  If  you  give  that  as  an  answer. 

"Mi.  Dulaney.  I  give  that  as  my  judgment  from  the  observation 
I  made. 

Mr.  Douglas.  Senator,  I  think  your  question  is  so  far  pertinent 
that  we  will  undertake  to  show  from  accurate  testimony  what  is  the 
retail  price  of  coal  in  these  various  seaport  towns,  and  why. 

You  were  referring  to  a  difference  of  rates  from  interior  towns, 
and  comparing  Columbia  with  points  on  the  Norfolk  &  Western. 
How  is  triis  great  diflference  accounted  for? 

Mr.  Dulaney.  The  traflSc  men  oflfer  excuses;  sometimes  they  oflfer 
reasons.  Some  claim  they  have  a  right  to  charge  whatever  thev  can 
get.  Mj  knowledge  of  some  of  the  men  represented  in  Exhibit  Ko.  1 
and  their  business  methods  leads  me  to  say,  by  way  of  explanation, 
that  some  Oa  them  have  real  money  invested  in  the  Norfolk  &  Western, 
and  that  they  have  more  influence  in  the  Southern  Railway  than  they 
have  money  invested. 

Mr.  Douglas.  Do  you  mean  that  the  Southern  Railway,  as  well  as 
its  territory  is  discriminated  against  ? 

Mr.  Dulaney.  Yes,  I  do.  I  charged  at  the  beginning  that  this 
investigation  was  in  the  interests  of  tne  Southern  Railway  as  well  as 
the  people  it  serves.  I  shall  give  you  an  example  right  here  in 
Washington.  Take  the  Norfom  &  Western  Railway  coal  from 
iUexpdria,  across  the  bridge  here,  or  which  to  Washington  there  is  a 
discrimination  against  Southern  Railway  coal  of  exactly  47  cents  a 
ton  for  the  same  service.  This  discrimination  is  made  by  the 
Pennsvlvania  Railroad. 

Coal  comes  from  the  Pocahontas  coal  fields,  which  reaches  down- 
point  it  out  there  [Mr.  Lynn  indicated  on  map] — to  Norfolk,  and  to 
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Alexandria  the  rate  is  $1.70,  and  to  Washington  $1.90,  making  a 
difference  of  20  cents  to  bring  it  across  the  bridge;  that  is,  provided 
it  starts  on  the  Norfolk  &  Western  Railway.  If  the  coal  starts  at 
St.  Charles,  just  a  few  miles  west  of  Norton  on  the  Southern  and 
passes  over  the  Norfolk  &  Western  to  Lynchburg,  the  same  route  as 
the  other,  and  from  Lynchburg  to  Alexandria  over  the  Southern, 
-when  that  coal  gets  to  Alexandria  it  has  to  pay  67  cents  to  come 
across  the  bridge  into  Washington. 

Senator  Tillman.  That  is  over  the  Pennsylvania  tracks,  that  ht- 
tlelink? 

Mr.  Dtjlanet.  The  Pennsylvania  controls  that  bridge  system  and 
discriminates  against  the  Southern.  I  call  Col.  Thom  s  attention  to 
that.     I  want  him  to  get  after  the  Pennsylvania  for  that. 

Senator  Tillman.  Therefore,  none  of  that  coal  comes  into  Wash- 
ington? 

Mr.  Dtjlanet.  Certainly  not;  that  is  prohibitive. 

Exhibit  No.  3  to  my  statement  shows  rates  and  distances  from 
Pocahontas  to  some  10  consuming  points.  Your  resolution  requested 
that  I  produce,  say,  30,  more  or  less,  places  to  show  facts  as  to 
whether  that  southeastern  territory  is  discriminated  against.  I  here 
produce  them  in  this  Exhibit  No.  3. 

I  take  10  points.  I  refer  to  Pocahontas  first,  because  Pocahontas 
ships  both  ways.  It  ships  into  the  southeast  and  it  ships  into  the 
north  and  northwest.  1  take  10  points  and  produce  an  average. 
From  Pocahontas  north  the  average  rate  per  ton-mile  is  3.3  mifls; 
from  Pocahontas  "to  the  southeast  the  average  rate  per  ton-mile  is 
5.3  mills,  a  difference  of  60  per  cent  against  the  southeast  as  com- 
pared with  the  northwest  from  the  same  mines. 

Tlien  take  it  from  Thacker  in  the  Pocahontas  field,  and  which  is 
said  to  have  the  lowest  rate  from  the  Norfolk  &  Western  territory  into 
northern  Ohio  and  the  Lakes.  I  take  10  points  to  that  territory  and 
the  per  ton  mile  rate  is  3.6.  I  then  take  Coal  Creek,  which  enjoys 
certainly  as  low  rates  in  the  South  as  any  other  field — ^I  believe  the 
lowest— and  its  rate  per  ton  mile  is  5.3  mills,  a  difference  of  47  per 
cent  against  the  Southeast. 

I  then  compare,  to  simplify  this  matter,  some  rates:  To  Columbus/ 
Ohio,  from  Pocahontas,  the  distance  is  334  miles  and  the  rate  is  $1.15. 

Senator  Smith  of  Michigan.  That  is  all  rail  ? 

Mr.  DnLANEY.  That  is  the  all-rail  rate. 

Mr.  Douglass.  All  these  are  all-rail  rates? 

Mr.  DuLANEY.  All-rail  rates.  From  Appalachia  to  Coliunbia  the 
distance  is  318  miles  and  the  rate  is  $2.25,  against  the  long-haul  rate 
of  $1.15  from  Pocahontas  to  Columbus,  Ohio. 

From  Pocahontas  to  Toledo  it  is  456  miles  and  the  rate  is  $1.45. 

From  Appalachia  to  Savannah  the  distance  is  471  miles  and  the 
rate  is  $2.10. 

From  Pocahontas  to  Cincinnati  the  distance  is  340  miles  and  the 
rate  is  $1.10,  while  to  Lynchburg  from  Pocahontas  is  169  miles  and 
the  rate  it  $1.50. 

From  Pocahontas  to  Cleveland,  Ohio,  the  distance  is  472  miles  and 
the  rate  is  $1.35. 

From  Appalachia  to  Charleston  the  distance  is  447  nules  and  the 
rate  is  $2.05. 
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From  Pocahontas  to  Dayton,  Ohio,  the  distance  is  364  miles,  the 
rate  is  $1.35. 

From  Pocahontas  to  Winston-Salem  the  distance  is  239  miles  and 
the  rate  is  $2.10. 

From  Pocahontas  to  IndianapoUs,  Ind.,  the  distance  is  449  miles 
and  the  rate  is  $1.65. 

Senator  Poindexter.  Are  you  giving  the  railroad  distances  ? 

Mr.  DuLANEY.  I  am,  sir. 

Fron^  Appalachia  to  Augusta  the  distance  is  401  miles  and  the 
rate  is  $2.20. 

From  Pocahontas  to  Detroit  the  distance  is  505  miles  and  the  rate 
is  $1.60. 

From  Appalachia  to  Charlotte  the  distance  is  305  miles  and  the 
rate  is  $2.25. 

Mr.  Douglas.  And  just  how  and  by  what  arrangement  did  the 
Pennsylvania  Railroad  control  the  rate  making  for  the  movement  of 
coal  on  these  other  railroads  and  how  does  it  continue  to  do  so  to-day  ? 

Mr.  DxjLANEY.  Now,  Col.  Thom,  will  you  help  me  out  with  this  ? 

Mr.  Thom.  I  do  not  know  as  I  can,  Mr.  Dulaney.  We  are  proceed- 
ing on  different  lines. 

Mr.  Dulaney.  I  would  like  to  state  briefly — ^I  want  Senator 
Smith's  attention.  I  have  a  big  question  here,  Senator,  and  I  am 
entering  into  a  deep  explanation.  By  what  arrangement  did  the 
Pennsylvania  Railroad  control  the  making  of  rates  m  this  country? 
That  is  a  big  question,  and  I  want  a  few  minutes,  and  I  want  your 
attention,  if  you  please,  every  one  of  you,  because  it  is  a  serious 
charge  and  a  serious  matter. 

I  would  like  to  state  briefly  to  this  conomittee  the  facts  as  I  have 
abstracted  them  from  the  Interstate  Commerce  Conomission's  report 
on  coal  and  oil  monopoUes,  etc.,  of  January  25,  1907;  and  then  it 
will  be  easier  to  understand  how  these  agreements  are  carried  out  at 
the  present  time  among  the  railroads. 

I  am  practically  to  make  quotations.  I  will  call  the  quotations  to 
attention  as  I  read  them. 

Prior  to  1899  the  traflBic  agreements  among  the  tidewater  carriers 
were  not  carried  out  so  as  to  suit  the  Pennsylvania  Railroad— as 
shown  by  the  report  of  the  Pennsylvania  Raiboad  in  Interstate  Com- 
merce Commission  report,  page  44 — so,  in  that  year,  or  about  then, 
the  Pennsylvania  Railroad  Co.  and  the  New  York  Central  got  control 
of  the  executive  committees  or  boards  of  directors  of  the  Baltimore 
&  Ohio  Railroad,  the  Chesapeake  &  Ohio  Railroad,  and  the  Norfolk 
&  Western  Railway  Co. — see  pages  44  and  45;  and  from  the  annual 
report  of  the  Pennsylvania  Railroad  Co.  for  the  year  1902,  page  47; 
please  note  the  progress;  the  '* Board  is  now  gratified  to  be  able  to 
state  that  their  expectations  in  this  respect  have  been  more  than 
realized.''  From  that  time  up  to  1907  the  traflBic  associations  flour- 
ished and  got  in  then*  work.  (See  pp.  30,  31,  32,  and  33.)  Agree- 
ments were  made  covering  rates,  the  division  of  tonnage  on  a  per  cent 
basis  and  the  maintenance  of  rates,  etc.,  so  that  all  that  was  neces- 
sary to  perpetuate  the  agreements  and  continue  them  from  that  time 
on  was  simply  for  the  members  of  these  traffic  associations  to  keep 
check  on  one  another,  and  support  the  understanding  that  rates 
would  not  be  lowered,  etc. 
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The  names  of  the  two  associations  of  peculiar  interest  in  this  inves- 
tigation were  as  follows:  "The  Tidewater  Bituminous  Steam  Coal 
Traffic  Association" — a  long  name,  and  it  has  an  adjective  for  every 
road  in  it.  Second,  "The  Associated  Railways  of  Virginia  and  the 
Carolinas."  Those  are  the  names  of  the  two  associations  which  are 
pecuUarly  interested  in  this  southern  traffic  business. 

The  first  association  was  composed  of  the  Norfolk  &  Western  Rail- 
'^ray  Co.,  the  Chesapeake  &  Ohio  Railroad  Co.,  the  Baltimore  &  Ohio 
Hallway  Co.,  the  ifeech  Creek  Railroad  Co.,  the  Pennsylvania  Rail- 
road Co.,  and  the  Reading  Railroad  Co.  It  will  be  noted  that  all  the 
members  were  controlled  by  the  Pennsvlvania  Railroad  Co.  and  the 
New  York  Central,  and  that  all  the  tide-water  tonnage  was  divided 
\ip  among  themselves.    It  assumed  the  power  to  make  rates. 

Now,  the  second  association,  being  a  sort  of  interlocking  subsidiary 

of  the  first — that  is,  the  Associated  Raiways  of  Virginia  and  the 

Carolinas — was  composed  of  the  Southern  Railway  Co. — you  are 

acc[uainted  with  that.  Col.  Thom — and  the  Louisville  &  Nashville 

Railroad  Co.,  the  Atlantic  Coast  Line,  the  Seaboard  Air  Line,  the 

Virginia  &  Southwestern  Railway  Co.,  the  Charleston  &  Western 

Carolina  Railway,  as  well  as  the  Norfolk  &  Western  Railway  and  the 

Chesapeake  &  Ohio  Railroad.     It  will  be  noted,  page  30,  that  this 

association  "was  not  to  fix  rates,"  but  it  was  given  the  right  to 

"consult  the  other  railroads"  and  to  consider  "  all  questions  affecting 

bituminous  coal  rates"  to  points  in  its  own  territory,  "including 

Wilmington  and  Charleston,"  page  31. 

The  'maportant  function  of  this  committee  seems  to  be  not  to 
reduce  rates  without  the  consent  of  all  its  members;  and  it  will  be 
noted  here  that  the  Norfolk  &  Western  Railway  Co.  and  the  Chesa- 
peake &  Ohio  Railroad  are  members  and  have  a  right  not  to  con- 
sent;   and  therefore,  to  prevent  the  lowering  of  any  rate  anywhere 

in  the  entire  southeastern 

Senator  Smith  of  Michigan.  Well- 


Mr.  DuLANEY.  Just  a  minute,  if  you  please,  and  then  I  will  be 
through — territory.  It  will  also  be  noted  that  the  last  two  rail- 
roads are  the  interlocking  members,  belongmg  to  both  associations. 
Concerning  this,  Mr.  T.  D.  Hobart,  of  the  J^orfolk  &  Western  Rail- 
^^Jj  testifies,  page  30,  as  follows— his  road  was  in  both 

Mr.  Douglas.  He  was  the  general  coal  agent? 

Mr.  DuLANEY.  He  was  the  general  coal  agent  of  the  Norfolk  & 
Western.  He  said  that  "thejr  wanted  to  have  any  road  making 
coal  rates  to  those  southern  points  to  have  an-understanding  before 
they  would  reduce  a  rate  to  one  point  on  one  road,''  meaning,  evi- 
dently, to  any  point  on  anj  road. 

Senator  Smith  of  Michigan.  Assumiag  that  the  maximum  rate 
was  a  legal  rate,  is  that  a  violent  assumption  ? 

(No  response.) 

Senator  Smith  of  Michigan.  Assume  that  the  maximum  rate  is  the 
l^al  rate,  was  this  agreement  intended  to  prevent  slashing  and 
cuttingbelow  the  legal  rate  ? 

Mr.  DuLANEY.  If  you  will  pardon  me,  I  am  coming  to  that. 

Senator  Smith  of  Michigan.  I  am  sorry  I  anticipated  you.  I 
thought  you  were  through  with  that  answer. 

Mr.  DuLANEY.  But  it  is  evident  that  the  purpose  is  to  keep  the 
tidewater  rates  high  enough  to  protect  the  coal  trade  there  of  the 
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Norfolk  &  Western  and  Mr.  Berwind  and  the  Coal  Trust.  You  will 
note  the  two  associations  had  the  interlocking  memberships.  Que 
of  them  covered  all  of  the  tidewater  ports  north  of  Norfolk,  including 
Norfolk,  and  the  other  covered  the  territory  south  of  Virginia  and 
the  Carolinas,  including  Norfolk. 

The  Chaikman.  They  both  included  Norfolk? 

Mr.  DuLANEY.  Yes.  The  principal  thing  I  can  get  out  of  that  is 
the  agreement  in  that  southern  association  that  they  would  not  lower 
rates,  and  I  call  attention  to  the  fact  that  very  few  rates  have  been 
changed  there  for  20  or  25  years,  as  will  be  shown  later  by  another 
witness. 

Mr.  Thom.  I  can  not,  Mr.  Chairman,  distinguish  Mr.  Dulaney^s 
inferences  from  his  statement  of  facts,  as  he  goes  on,  and  if  it  is 
agreeable  to  the  committee  I  would  like  to  have  him  distinguish 
between  what  are  his  inferences  and  what  are  his  statements  of  facts. 

Senator  Poindexter.  What  do  you  refer  to  ? 

Mr.  Thom.  He  says  it  was  a  part  of  the  agreement  that  they  should 
not  lower  rates.  I  want  to  know  what  inference  or  what  part  of  the 
agreement. 

Mr.  DuLANEY.  I  give  that  as  a  point  of  the  agreement  in  quotations. 

Mr.  Douglas.  In  quotations,  and  I  will  present 

Mr.  Thom.  From  tae  agreement  itself? 

Mr.  DuLANEY.  Yes. 

Mr.  Thom.  Will  you  produce  the  agreement  itself,  if  you  have  it  J 

Mr.  DuLANEY.  I  will  produce  it  in  a  few  minutes,  sir. 

Mr.  Douglas.  Go  ahead. 

Mr.  DuLANEY.  Now,  it  is  very  clear  that  I  am  stating  the  con- 
clusion which  I  draw  from  the  report,  and  it  is  evident  as  to  the  pur- 
pose of  the  Norfolk  &  Western,  wnich  had  no  business  makmg  rates  in 
Atlanta  and  in  that  territory.  It  is  not  interested  in  that.  Now,  my 
inference,  drawn  from  this,  is  this:  I  state  it  is  evidently  the  purpose 
of  the  Norfolk  &  Western  and  of  the  Pennsylvania  to  keep  tne  tide- 
water rates  south  of  Cape  Hatteras  high  enough  to  protect  the  coal 
trade  on  the  Pennsylvania  Railroad— the  coal  trade  that  we  are 
designating  as  the  *' Coal  Trust.''  These  rates  are  kept  up  at  Charles- 
ton and  Savannah  and  Jacksonville  to  make  it  impossible  for  the 
mines  on  the  Southern  Railway  to  compete  with  the  mines  in  Penn- 
sylvania. That  is  my  inference.  As  I  am  forced  to  open  this  case, 
I  feel  I  have  a  right  to  call  attention  at  least,  and  here  I  call  attention, 
to  the  two  strong  alliances  in  the  South  of  the  Pennsylvania  Railroad, 
namely,  E.  J.  Berwind  and  the  Norfolk  &  Western  Railway,  the  one 
by  sea  and  the  other  by  land—  Mr.  Berwind  is  the  steamboat  man- 
jointly  yarding  Charleston  and  the  sea  ports  south  of  Hatteras, 
and  havmg  as  their  allies  the  Coal  Trust  directors  who  dominate  the 
Southern  Railway,  as  I  believe. 

I  claim  that  they  are  levying  and  collecting  tribute  from  that 
section  by  maintaining  rates  abnormally  high — by  keeping  up  con- 
ditions that  could  not  exist  without  an  agreement;  for  that  whole 
section  is  naturally  competitive  territory,  and  could  not  bei  otherwise 
except  by  unlawful  combination  of  the  carriers — ^if  there  is  such  a 
thing  as  unlawful  combination  in  restraint  of  trade  among  carriers. 

Senator  Smith  of  Michigan.  I  would  Hke  to  get  in  my  mind,  if  it 
does  not  interrupt  you,  whether  the  rates  upon  which  they  were 
operating  were  legal  and  equitable  rates.    Take  this  exhibit  tnat  we 
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have  here  so  far  as  the  southern  points  are  concerned.    Is  that  a 
legal  rate  per  ton  ? 

m.  DuLANEY.  I  am  unable  to  define  nowadays  what  a  legal  rate  is. 

Senator  Smith  of  Michigan.  A  legal  rate  is  such  a  rate  as  is  pub- 
lished and  proclaimed  to  aU  shippers  alike.  It  majr  be  arbitrarily 
prockiimed  by  a  traffic  association  or  it  may  be  officially  proclaimed 
ty  the  Interstate  Commerce  Commission;  and  if  whoUy  within  a 
State,  possibly  by  the  legislature  of  a  State.  But  are  these  rates 
given  in  this  Exhibit  No.  3  to  southern  points  legal  and  equitable  ? 

Mr.  Lyon.  I  can  tell  you.  Those  rates  are  taken  from  the  pub- 
lished files  on  file  with  tne  Interstate  Commerce  Commission  and  are 
the  legal  rates  to-day. 

Senator  Smtth  of  Michigan.  I  will  assume 

Mr.  Lyon.  Every  rate  published  and  on  file  with  the  Interstate 
Commerce  Commission  is  a  legal  rate,  whether  a  reasonable  or  unrea- 
sonable one. 

Mr.  DuLANEY.  Those  rates — ^if  you  will  pardon  me — were  given 
to  support  the  charge  which  I  made  that  tne  entire  southeast  had 
generally  to  pay  higher  rates  than  other  parts  of  the  country. 

Senator  Smith  of  Michigan.  All  right,  if  it  is  general.  The  reasons 
for  it  must  be  gone  into  in  another  way. 

Mr.  DuLANEY.  Yes,  sir.  I  propose  to  support  every  aUsgation 
I  make  in  my  letter  to  Senator  Tillman. 

Senator  Smith  of  Michigan.  As  I  understand  you,  this  agreement 
was  between  carriers,  both  by  water  and  by  land,  that  these  rates 
should  not  be  disturbed  or  cut  ? 

Mr.  DuLANEY.  Senator,  may  I  answer  that  again  1 

Senator  Smith  of  Michigan.  Yes. 

Mr.  DuLANEY.  What  I  stated,  upon  the  authority  of  that  report 
to  start  with,  is  this:  That  certain  railroads,  i^amely,  the  Norfolk  & 
Western,  the  C.  &  O.,  the  B.  &  O.,  the  Beech  Creek,  tne  Pennsylvania, 
the  Reading,  had  an  association.  They  were  at  that  time  the  tide- 
water roads;  they  carried  all  the  tidewater  bituminous  coal. 

Senator  Smith  of  Michigan.  I  understood  that. 

Mr.  DuLANEY.  I  claim  after  they  got  together  and  first  fixed  their 
own  rates,  which  is  shown  in  my  reference  to  that  report,  that  they 
raised  the  rates  in  some  cases  from  $1  to  $1.40;  that  they  adjusted 
them — ^I  have  no  objection  to  that  adjustment;  I  beUeve  in  being 
fair  to  the  railroads.  That  was  done.  They  were  called  the  Bitumi- 
nous Tidewater  Association.  Then  south  of  that  another  associa- 
tion was  formed,  called  the  Virginia  &  Carolina.  Two  members  of 
the  Tidewater  Association  stepped  across  the  line  and  became 
members 

Senator  Smith  of  Michigan.  Yes. 

Mr.  DuLANEY.  And  they  entered  into  an  understanding,  a  check 
or  agreement,  or  whatever  the  language  is.  They  changed  the  lan- 
guage once  in  a  while,  you  know — that  they  would  never  change  any 
rate's  in  the  southern  territory  without  the  consent  of  all  the  roads. 

Mr.  Thom.  Have  you  filed  that  agreement  yet  ? 
Mr.  DuLANEY.  I  am  coming  to  it  in  a  minute.     You  shall  have  a 
copy  of  it.     You  may  have  my  copy. 

Kow,  following  that — that  is  1907 — we  propose  to  show  that  while 
that  particular  association  may  have  died  and  become  extinct,  that 
is  the  means  by  which  raih'oads  got  together  and  made  agreements. 
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The  a^i'eeraents  still  live,  but  wo  are  going  to  show  you  more.  We 
are  going  to  show  you  that  the  same  men  who  met  then  and  formed 
those  agreements  have  met  since  and  continued  them. 

Senator  Smith  of  Michigan.  Yes;  within  the  lawful  rates. 

Mr.  DuLANEY.  I  do  not  admit  that,  sir. 

Senator  Smith  ot  Michigan.  That  is  very  important  with  me; 
whether  any  agreement  made  with  tho  lawful  rate  as  a  basis  is  unlaw- 
ful or  not  is  a  very  serious  question. 

Mr.  DuLANEY.  We  just  want  to  get  at  the  facts,  and  then  you  can 
sec  for  yourself.  I  certainly  do  not  want  to  do  anything  unjust  to  the 
railroads. 

Senator  Smith  of  Michigan.  I  undc^rstood  you  that  practically  the 
same  rates  from  tho  Virginia  fields  to  Newport  News  were  in  eflFect 
over  the  Chesapeake  &  Ohio  ? 

Mr.  DuLANEY.  They  are  exactly  the  same. 

Senator  Smith  of  Michigan.  Exactly  the  same  ? 

Mr.  DuLANEY.  Yes,  sir. 

Senator  Smith  of  Micliigan.  The  Norfolk  &  Western  and  Chesapeake 
&Ohio? 

Mr.  DuLANEY.  Norfolk  &  Western  and  Chesapeake  &  Ohio  rate 
is  $1.40  per  long  ton. 

Senator  Smith  of  Michigan.  It  is  not  claimed,  of  course,  that  the 
Chesapeake  &  Ohio  are  dominated  by  this  interest.  At  least,  I  have 
glanced  over  the  record  and  I  do  not  find  any  Chesapeake  &  Ohio 
director  in  this  list,  and  I  have  understood  that  these  roads  up  here— 
if  I  may  be  permitted — the  Chesapeake  &  Ohio,  and  their  acquisition 
from  Cincinnati  to  North  Judson,  we  will  say,  which  makes  that 
Chicago  line  perfect — was  owned  by  the  Ilawley  people. 

Mr.  DuLANEY.  Which  exhibit,  please,  are  you  referring  to  ? 

Senator  Smith  of  Michigan.  I  am  referring  to  Exhibit  No.  1. 

Mr.  DuLANEY.  Well,  I  am  glad  you  refer  to  that. 

Senator  Smith  of  Michigan.  I  glanced  it  through,  and  I  did  not 
find  any  interlocking  directors. 

Mr.  DuLANEY.  Senator,  the  reason  I  present  ''Exhibit  No.  V\^ 
this:  I  am  showing  that  certain  directors  in  the  Southern  and  its 
subsidiary,  the  Virginia  &  Southwestern,  are  interested  in  big  coal 
enterprises  in  Pennsylvania  and  West  Virginia. 

Senator  Smith  of  Michigan.  You  have  shown  that,  of  course. 

Mr.  DuLANEY.  That  is  the  purpose  of  that  exhibit.  I  will  present 
an  exhibit  on  the  other  subject  in  a  few  minutes. 

Mr.  Douglas.  Does  this  Tidewater  Bituminous  Coal  Association 
enter  into  that  agreement  ? 

Mr.  DuLANEY.  That  is  the  question  you  wanted  answered.  It  was 
the  medium  through  which  the  railroads  made  agreements.  I  present 
as  Exhibit  No.  5  to  my  testimony 

Senator  Smith  of  Michigan.  I  have  No.  5.     I  have  3  and  5  here. 

Mr.  Douglas.  There  is  no  No.  4,  Senator.  He  tried  to  embody 
that  in  his  testimony  rather  than  in  the  form  of  an  exhibit. 

Mr.  DuLANEY.  I  present,  as  Exhibit  No.  5,  to  my  testimony,  a  copy 
of  the  resolutions  taken  from  the  same  report,  beginning  on  page  31) 
to  show  that  it  did  make  agreements;  and  I  present  Exhibit  No.  5A 
to  show  that  since  that  time  rates  are  made  and  maintained  in  t\xe 
same  manner. 
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Mr.  Thom.  What  is  Exhibit  No.  5A?    This  is,  as  I  understand  it, 
jtcopy  of  a  brief,  or  extract  from  a  brief,  made  by  counsel  in  a  case. 

Mr.  DuLANEY  (to  Mr.  Lyon).  Will  you  explain -what  your  attitude 
was  at  that  time? 

Mr.  Thom.  I  imderstand  what  the  attitude  was.    The  fact  is,  it  is 
8111  extract  from  a  brief  of  a  lawyer. 

Mr.  Lyon.  Is  there  objection  to  it  on  that  groimd? 
Mr.  Thom.  None  whatever.     ' 

Senator  Smith  of  Michigan.  Are  the  quotations  from  the  contract 
correct  ?    That  is  what  the  committee  wants  to  know. 

Mr.  Lyon.  I  was  attorney  for  the  Interstate  Commerce  Commis- 
sion, and  in  my  brief  I  extracted  certain  things  filed  by  the  Penn- 
sylvania   Railroad,    the    Norfolk    &   Western,    and    the   railroads 
which  met  in   executive   session  in   New  York  to    fix    the   differ- 
entials   between    the    Pittsburgh    coal   field    and    the    Norfolk    & 
Western  and  Chesapeake  cS;  dhio  coal  fields  for  the  Lakes.     The 
commission  called  for  that,  and  the  stenographic  minutes  of  the 
meeting  were  filed  with  the  Interstate  Commerce  Commission;  and 
I  think  Mr.  Dulaney — I  have  not  seen  the  exhibit  since  it  was  pre- 
pared— ^has  taken  this  from  my  brief.    The  original  records  are  on 

file  with  the  Commission.     Of  course,  as  a  matter  of  convenience 

Mr.  RiXEY.  This  purports  to  relate  to  the  adjustment  of  rates 
from  C.  &  O.,  B.  &  O.,  Norfolk  &  Western,  and  Pennsylvania  fields 
to  the  Lakes  and  not  to  tidewater. 
Mr.  Lyon.  Yes. 

Mr.  Dulaney.  The  object  in  showing  that  is  simply  to  show  that 
these  railroads  do  meet  and  carry  out  their  agreements. 

Senator  Smith.  On  that  I  understood  you  to  say  that  these  south- 
ern roads  first  came  in  under  agreements,  and  then  stepped  across 
the  border  and  affiliated,  and  continued  their  agreement,  and  that, 
in  pursuance  of  a  contract;  the  individual  members  of  this  asso- 
ciation could  not  reduce  rates.     Am  I  correct  ? 

Mr.  Dulaney.  If  you  will  read  from  the  report  and  from  the 
exhibit,  the  agreements  were  made  with  the  Bituminous  Coal  Asso- 
ciation, which  is  the  one  north  of  Norfolk.  Then  a  sort  of  inter- 
locking association  was  formed  south  of  that,  and  it  appears  that 
these  two  roads — the  Norfolk  &  Western  and  C.  &  O. — occupied 
positions  in  both,  and  that  in  the  southern  association  they  had  an 
understanding  or  agreement  that  no  rates  would  be  lowered  without 
the  consent  of  all. 
Senator  Smith.  I  understand  better  now. 

(Here  followed  an  informal  discussion  relating  to  hours  of  meeting 
of  the  subcommittee.) 

The  Chairman.  Before  the  committee  adjourns,  I  would  like  to  be 
furnished  with  a  copy  of  this  agreement,  if  I  can  be,  that  the  gentlemen 
say  exists  between  the  southern  roads. 

Senator  Smith.  I  would  like  to  see  that  myself. 
Senator  Poindexter.  I  would  suggest  that,  as  one  of  the  particu- 
lar interests  in  that,  Mr.  Dulaney,  if  you  could  get  a  certified  copy  of 
the  original  record  I  think  it  would  be  well  to  do  so. 

Mr.  Dulaney.  You  can  get  the  original  record 

Senator  Poindexter.  I  know  I  can,  but  I  am  not  going  to  do  it. 
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Mr.  Douglas.  There  is  one  of  those  agreements  in  the  pos 
of  mv  friends  and  their  client,  the  Southern  Railway. 

(Thereupon,  at  12.05  o'clock,  p.  m.,  the  subcommittee  adj 
to  meet  to-morrow,  Tuesday,  July  21,  1914,  at  10  o'clock,  a.  n 


Exhibit  No.  1. 
E.  J.  Bbbwind: 

President  and  director,  Berwind-White  Coal  Mining  Go. 

Director,  Atchison,  Topeka  <&  Santa  Fe  Railway  Co. 

Director,  Atlantic,  Gulf  &  West  Indies  Steamship  Co. 

Director,  Clyde  Steamship  Co. 

Director,  Cuba  Co, 

Director,  Erie  Railroad  Co. 

Director,  Gurard  Trust  Co.  of  Philadelphia. 

Director,  Guaranty  Safe  Deposit  Co. 

Director,  Guaranty  Trust  Co.  of  New  York. 

President  and  director,  Havana  Coal  Co. 

Director,  Interborough-Metropolitan  Co. 

Director,  Interborough  Rapid  Transit  Co. 

Director  and  president,  International  Coal  Co. 

Director,  International  Marine  Co. 

Director,  Mallory  Line. 

Director,  National  Bank  of  Commerce  in  New  York. 

Director,  Newport  Trust  Co. 

Director,  New  Kiver  &  Pocahontas  Consolidated  Coal  Co. 

Director,  New  York  &  Long  Island  Traction  Co. 

Director,  New  York  &  Queens  County  Railway. 

Director,  New  York  Railways  Co. 

President  and  director.  Ocean  Coal  Co. 

Director,  Rapid  Transit  Subway  Construction  Co. 

Director,  Republic  Iron  &  Steel  Co. 

Direct  ir,  Santa  Fe,  Prescott  &  Phoenix  Railway. 

Director  and  vice  president,  Subway  Realty  Co. 

Director,  Tintic  Co. 

Director,  Toledo,  St.  Louis  &  Western  Railroad  Co. 

Director,  Virginia  &  Southwestern  Railway  Co. 

Director  and  president,  Wilmore  Coal  Co. 

Director,  Windber  National  Bank. 

Director,  Wright  Co. 

E.  H.  Gary: 

Chairman  of  board  of  directors  and  chairman  of  finance  committee  of 

States  Steel  Corporation,  71  Broadway. 
Director,  American  Bridge  Co. 
Director,  American  Bridge  Co.  of  New  York. 
Director^  American  Sheet  &  Tin  Co. 
Director,  American  Steel  &  Wire  Co. 
Director,  Astor  Trust  Co. 
Director,  Bessemer  &  Lake  Erie  Railroid  Co. 
Director,  Carnegie  Steel  Co. 
Director,  Chatham  &  Phoenix  National  Bank. 
Director,  Chicago,  Lake  Shore  &  Eastern  Railway  Co. 
Director,  Continental-Commercial  National  Bank  of  Chicago. 
Director,  Duluth  &  Iron  Range  Railroad  Co. 
Director,  Duluth,  Missabe  &  Northern  Railway  Co. 
Director,  Elgin,  Joliet  &  Eastern  Railway  Co. 
Director,  Empire  Bridge  Co. 
Director,  Erie  Railroad  Co. 
President  and  director,  Federal  Steel  Co. 
President  and  director,  Gary-Wheaton  Bank,  Wheaton,  111. 
President  and  director,  H.  C.  Frick  Coke  Co. 
Director,  Home  Insurance  Co. 
Director,  Hudson  &  Manhattan  Railroad  Co. 
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Diroctor,  IlllDois  Steel  Co. 

Director,  Lake  Superior  Couaolidated  Iron  Co.,  Chicago. 

Director,  Long  Jeltuid  Motor  Parkway  (Inc.). 

Director,  Merdiants  Loan  &  Trust  Co. 

Director,  Miimeeota  lion  Co. 

Director,  Minneaota  St«el  Co. 

Director, 

Director  Shore  Bailway  Co. 

TruBtoe, 

Director,  Oliver  Iron  Mininfc  Co. 

Director,  &  Lake  Erie  Railtoad. 

Director,  Co. 

Director, 

Director,  k  Railroad  Co. 

Director, 

Director,  UniUd  States  Coal  i  Coke  Co. 

Director,  United  States  Natural  Gaa  Co. 

Director,  United  States  Steel  Pioducle  Co. 

Director,  Universal  Portland  Cement  Co. 


Member  of  board  of  managerE 

Director,  American  Telephon 

Director, 

Vicepm 

Director, 

Director, 

Diiecttv, 


Director, 
DiiectOT, 
Trustee, 
Member 
DirectM-, 
Diractoc, 
Diiactcv, 
Dinctor, 


Directw, 

Vice  jna  ter  Supply  Co. 

Director, 

I>iiect<ir,  Railway  Co. 

Directcr, 
Directn, 

Diiectw,  Co. 

DirectM, 
Dirccbv, 

Directs  ^ 

Trustee,  Co.,  ot  New  York. 

Director,  W  York. 

President  and  ecurity  Co. 

DitecU»,  New 
Director,  New 

Director,  New    M     J^-^  W 

President  and  Kailroad 

Director,  New  York  & 
Director,  New  York  & 
Director,  New  York 
Director,  New  York,  Chici^  &  S 
Director,  New  York  Edison  Co. 
Director,  New  York  Mutual  Gae  Light  Co. 
Director,  Kew  York,  New  Haven  A  HartJord  Railroad  Co. 
Director,  New  York  State  Realty  A  Terminftl  Co. 
64246— No.  1—14 3 
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Gborgb  F.  Baker — Continued. 

Director,  New  York,  Susquehanna  <&  Western  Railroad  Co. 
Director,  Northern  Pacific  Railway  Co. 
Second  vice  president  and  director,  Northern  Seciuitiee  Co. 
Director,  Pennsylvania  Coal  Co. 
Director,  Philaaelphia  &  Reading  Coal  &  Iron  Co. 
Director,  Philadelphia  &  Reading  Railway  Co. 
Director,  Pullman  Co. 
Director,  Rutland  Railroad  Co. 
Director,  Spring  Brook  Water  Supply  Co. 
II  •  Director,  United  Electric  Light  &  Power  Co. 

Director,  United  States  Steel  Corporation. 
Director,  Walkill  Valley  Railroad  Co. 
Director,  West  Shore  Riilroad  Co. 

Georob  F.  Baker,  Jr.: 

Vice  president  and  director  of  First  National  Bank  of  New  York. 

Director,  Atlas  Portland  Cement  Co. 

Director,  Chase  National  Bank  of  City  of  New  York. 

Director,  Colorado  &  Southern  Railway  Co. 

Director,  Delaware,  Lackawanna  &  Western  Coal  Co. 

Member  of  board  of  managers,  Delaware,  Lackawanna  &  Western  Bailioa< 

Third  vice  president  and  director.  First  Security  Co.  of  city  of  New  York. 

Director,  Jersey  City  Water  Supply  Co. 

Director,  New  York  &  Long  Brancn  Railroad  Co. 

Director,  Northern  Pacific  Railway  Co. 

Director,  Provident  Loan  Society  Co.  of  New  York. 

President  and  director,  Quincy,  Omaha  &  Kansas  City  Railroad. 

Director,  Ritz-Carlton  Restaurant  &  Hotel  Co. 

Director,  Southern  Railway  Co. 

Director,  Tide  Water  Oil  Co. 

Director,  Tide  Water  Pipe  Co.  (Ltd.). 


i 


Adrian,  Iselin,  Jr.,  of  the  firm  of  A.  Iselin  &  Co.,  35  Wall  Street: 

Director,  Adrain  Furnace  Co. 

Director,  Allegheny  &  Western  Railway  Co. 
i  Director,  Allegheny  Terminal  Co. 

Trustee,  Bank  for  Savings  in  city  of  New  York. 

Vice  president  and  director,  Buffalo,  Rochester  &  Pittsburgh  Railway  Co. 
1  Director,  Caisse  Nusuelle  pour  L'Espargne. 

fll  Trustee,  Central  Trust  Co.  of  New  York. 

i  -  Director,  C^icapo,  Indianapolis  &  Louisville  Railway  Co. 

Director,  City  &  Suburban  Homes  Co. 

Director,  Clearfield  &  Mahoning  Railway  Co. 

President  and  director,  Cowanshannock  Coal  &  Coke  Co. 

Director,  Forty-second  Street,  Maoiiattanville  &  Nicolas  Avenue  Railway 

Director,  Franco-American  Financial  Association. 

President  and  director,  Helvetia  Realty  Co. 

Director,  Lackawanna  Steel  Co. 

Director,  Mahoning  Valley  Railroad  Co. 

Trustee,  Manhattan  Storage  &  Warehouse  Co. 

Director,  Mobile  &  Ohio  Railroad  Co. 

Director,  National  Bank  of  Commerce  in  New  York. 

President  and  director,  Neptune  Realty  Co. 

Secretary,  treasurer,  and  director.  New  Rochelle  Homestead  Co. 

Assistant  secretary,  treasurer,  and  director.  New  Rochelle  Water  Co. 

Director,  New  York  Dock  Co. 

United  States  director  in  New  York,  North  British  &  Mercantile  Insuran* 
'I  of  London  and  Edinburgh. 


ir  Adrian  Iselin: 


Director,  North  British  &  Mercantile  Insurance  Co. 
Vice  president  and  director,  Pittsburgh  Gas  Coal  Co. 
Director,  Plum  Creek  Coal  Co. 
Director,  Punxsutawney  Furnace  Co. 
Director,  Re^rnoldsville  &  Falls  Creek  Railroad. 
Director,  Societe  Financiers  Suisse  Americaine. 
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Director,  Southern  Railway  Co. 
Director,  Southwestern  Construction  Co. 
Director,  Third  Avenue  Railway  Co. 
Director,  Union  Railway  Co.  of  New  York. 
Director,  Westchester  Eaectric  Railroad  Co. 

SABiiES  Steele,  of  the  firm  of  J.  P.  Morgan  &  Co.,  23  Wall  Street: 
Member  of  board  of  managers,  Adams  Express  Co. 
Director,  Alabama  Great  Southern  Railroad  Co. 
Director,  Atchison.  Topeka  &  Santa  Fe  Railway  Co. 
Director,  Central  Railroad  of  New  Jersey. 
Director,  Chicago  &  Erie  Railroad  Co. 
Director,  Chicago  Great  Western  Railroad  Co. 
Directoi,  Chicago,  Indianapolis  &  Louisville  Railway  Co. 
Director,  Erie  a  Jersey  Railroad  Co. 
Director,  Erie  Railroad  Co. 
Director,  General  Electric  Co. 
Director,  Gulf,  Colorado  &  Santa  Fe  Railway  Co. 
Director,  International  Harvester  Co. 
Director,  International  Mercantile  Marine  Co. 
Director,  Lehigh  Valley  Railroad  Co. 
Director,  Long  Island  Motor  Parkway. 
Director,  Middletown,  Unionville  &  Water  Gap  Railroad  Co. 
Director,  Mobile  &  Ohio  Railroad  Co. 
Director,  New  Jersey  &  New  York  Railroad  Co. 
Director,  New  York,  Susquehanna  &  Western  Railroad  Go. 
Director,  Northern  Pacific  Railway  Co. 
Director,  Santa  Fe,  Prescott  &  Phoenix  Railway  Co. 
Director,  Southern  Railway  Co. 
Director,  United  States  Steel  Corporation. 

BNRT  K.  McHarg: 

Secretary  and  treasurer  of  Morning  Star  Consolidated  Mining  Co.,  40|Wall  Street. 

President  and  director,  Detroit  &  Mackinac  Railway  Co. 

Secretary  and  director,  Evening.  Star  Mining  Co. 

Director,  Jeremiah  Skidmore's  Sons. 

Vice  president  and  director,  Manhattan  Co, 

Director,  New  York,  New  Haven  4k  Hartford  R.  R. 

Director,  Stamford  Trust  Co. 

President  and  director.  Suburban  Land  &  Investment  Co. 

Director,  Virginia  &  Southwestern  Railway  Co. 

Director,  Virginia  Iron,  Coal  &  Coke  Co. 

BANT  B.  ScHLET,  of  the  firm  of  Moore  &  Schley,  80  Broadway: 
Director,  American  Smelting  &  Refining  Co. 
.Trustee,  American  Surety  Co.  of  New  York. 
Director,  Chase  National  Bank  of  City  of  New  York. 
Vice  president  and  director.  Chihuahua  Mining  Co. 
President  and  director,  Coal  Creek  Mining  &  Manufacturing  Co. 
President  and  director,  Croesus  Gold  Mimng  &  MUling  Co. 
First  vice  president  and  director,  Electric  Storage  Battery  Co. 
Chairman  of  board  of  directors,  Elliott-Fisher  Co. 
President  and  director.  El  Potosi  Mining  Co. 
Director,  Howe  Sound  Co. 
Director,  Hudson  Co.  's. 
Director,  International  Steam  Pump  Co. 
Director,  Northern  Pacific  Railway  Co, 
Director,  Pacific  Coast  Co. 
Director,  Pittsburgh  Coal  Co. 
Director,  Republic  Iron  &  Steel  Co.  of  New  Jersey. 
President  and  Director,  Tintic  Co. 
Director,  United  States  Guarantee  Co.  of  New  York. 

"■'O^EL  Rba,  85  Cedar  Street,  New  York;  and  Philadelphia: 
t>irector,  Baltimore  &  Delaware  Bay  Railroad  Co. 
^resident  and  director.  Cherry  Tree  &  DixonviUe  Railroad  Co. 
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Director,  Commercial  Trust  Co. 

Vice  president  and  director,  Cumberland  Vall^  Kailroftd  Oo. 

Director,  Delaware,  Maryland  <&  Vixginia  Hi^w&y  Co. 

Director,  Elkton  &,  Middletown  Raifioad  Co.  of  Cecil  County. 

Director,  Equitable  Life  Insurance  Society. 

Director,  Harrisbucg,  Portsmouth^  Mount  Joy  <&  Lancaster  Railroad  Co. 

Director,  Long  Island  ^ilroad  Ct). 

Director,  Monongahela  Railroad  Co. 

Director,  New  England  Steamship  Co. 

President  and  director,  New  York  Connecting  Railroad  Co. 

Director,  New  York,  New  Haven  <&  Hartford  Baikoad'. 

Director,  North  River  Bridge  Co. 

President  and  director,  Northern  Central  Railway  Co. 

President  and  director,  Pennsylvania  &  Newark  Kaibroad  Ca. 

President  and  director,  Pennsylvania  Co. 

President  and  director,  Pennsylvania  Railroad  Co. 

President  and  director,  Pennsylvania  Terminal  Real  Estate  Co. 

President  and  director,  Pennsylvania  Tunnel  d  Terminal  Railroad  Co. 

President  and  director,  Philadelphia  &  Camden  Fecty  Cb. 

Director,  Philadelphia,  Bala  &  myn  Mawr  Turnpike  C(k 

President  and  director,  Philadelphia,  Baltimore  d  Washington  Railroad  Oo. 

Director,  Philadelphia  National  Bank. 

President 

Director, 

President  and  director,  Pittsburgh  Joint  Stock  Yardi  Oo. 

Director,  Potomac  Railroad  Co. 

President  and  director,  Richmond-Washing1x>n  Co. 

Director,  Southern-Pennsylvania  Railway  db  Mining  Co. 

Director,  Vandalia  Railroad  Co. 

Director,  Washington  Southern  Railway  Cb. 

President  and  director,  Washington  Terminal  Co. 

Presid^it  and  director,  New  Jersey  db  Seashore  Railroad  Co. 

Vic6  pi'esident  and  director,  Wilkes-Barre  Connecting  RailYoad  Cb. 


it  and  director,  Pittsburgh,  Cincinnati.  Chicago  d  St.  Louis  Kailwa5r  Co. 
r,  Pittsburgh,  Fort  Wayne  &  Chicago  Railway  Co. 


Exhibit  No.  3. 
B.  L,  Dulaney.^8  testimony. 


To*- 

• 

From  Pocahontias. 

'  From  Coal  Creek. 

Rate. 

Rate. 

Distance. 

Atlanta,  Qa 

1.35 
2.10 
2.15 
2.30 
1.95 
1.86 
2.00 
2.15 

227 

Augusta,  Oa 

2.45 
2.35 
2.60 
2.15 
2.65 
2;  40 
2.75 
2.20 
2.10 
2.35 

514 
431 

487 
495 

0VO 

610 
782 
237 
299 
322 

407 

CJnllimWft  S,  n , ,. 

324 

TTrentoii,  &.  C 

380 

Charleston,  S.  C 

453 

Spartanbure.  8.  C 

230 

Savannah,  Cfa. .... ,x..        .    .            .          .          x.  ........ 

477 

Jacksonyille,  Fla 

648 

Danville,  Va 

IVinston-Salem,  N.  C 

2.30 
2.15 

330 

Charlotte,  N.  C 

306 

Average  rate 

2.3d 

2.03 

AvArnra  distance 

451 

378 

Bate  per  ton-mile: 

From  Pocahontas:  Five  and  three-tenths  mills  to  the  southeast. 
From  Coal  Creek:  Five  and  three-tenths  mills  to  the  southeast. 
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^^^^^^^ 


■^■-"-^■-^^- 


To— 


Cindmiati,  Ohio. 
Dayton,  Obio.... 

Toledo,  Ohio 

Sandusky,  Ohio.. 
Mianapolis.Iiid. 

Chicago.Ill 

gwy.Ind 

Cuvdand.  Ohio.. 
Detroit,  Mich.... 
Cohunbofli  Ohio . 


ATwagerate 

AT«rae»  distance. 


Trom  Pocabontas. 


RaU. 


1.10 
1.3$ 
1.45 
1.45 
1.66 
2.05 
2.05 
1.86 
1.10 
1.U5 


1.62 


Distance. 


940 

364  J 

456 

445 

449 

644 

616 

472 

505 

334 


462 


From  Thaeker. 


Rate. 


1.00 
1.25 
1.25 
1.28 
1.55 
1.80 
1.90 
1.25 
1.40 
.90 


1.36^ 


Distance. 


257 
281 
375 
361 

009 

561 
53S 
38S 
4S» 
250 


asd 


Rate  per  ton-mile: 

Fkhh  Pocahontas:  Three  and  three-tenths  mflls  to  the  north. 
From  Thayer:  Three  and  six-tenths  mills  to  the  nortib. 


Exhibit  5. 

Riiolvedf  That  the  lines  here  represented  agree  that  the  New  England  bituminous 
coal  traffic  by  all  rail  and  by  tidewater  shall  be  divided  on  percentages  between  the 
all-rail  and  tidewater  associations  as  follows: 

Kist,  All  tonnage  moving  all  rail  to  or  via  Mechanicsville,  Rotterdam  Junction, 
Albany,  East  Albany,  South  Schenectady,  Troy,  Newburg,  Norwood,  Massena  Springs, 
Harlem  River,  Maybrook,  Highland,  Campbell  Hall,  and  by  Erie  Canal  at  and  south 
of  Albany. 

Second,  (a)  All  tonnage  frcmi  Norfolk,  Newport  News,  Baltimore,  and  Philadelphia 

Dto  New  York  Harbor  and  to  points  east  of  Hell  Gate;  (6)  all  tonnage  delivered 
y  in  New  York  Harbor  or  via  New  York  Harbor. 

Third.  That  as  a  basis  for  the  percentage  divisions  above  provided  for,  the  tonnage 
shall  be  taken  for  three  years  ending  March  31, 1904. 

Fourth.  That  a  penalty  of  50  cente  per  gross  ton  shall  be  paid  for  tonnage  in  excess  of 
agreed  percentages,  which  shall  be  divided  by  the  commissioners  of  the  respective 
asBociations  between  the  roads  over  and  in  deficit  in  proportion  as  each  road  may  be 
over  or  short. 

Fifth.  This  agreement  to  take  effect  April  1, 1896,  to  continue  for  one  year,  and  for 
each  year  thereafter,  subject  to  60  days'  notice. 

Sixth.  That  the  tonnage  figures  submitted  under  this  agreement  shall  be  subject  to 
verification  by  disinterested  accountants,  and  the  statements  of  tonnage  shall  be  filed 
with  the  commissioners  of  the  respective  associations  by  February  1,  proximo. 

On  motion,  the  chairman  was  directed  to  appoint  a  committee  from  the  tidewater 
representatives  to  confer,  as  to  rates,  with  the  executive  committee  of  the  Eastern 
New  York  and  New  England  and  All-Rail  Bituminous  Coal  Association,  at  their 
rcsolar  meeting  in  Philaoelphia  on  January  15. 

It  will  be  seen  that  this  agreement  was  to  continue  for  one  year,  and  for  each  year 
thereafter,  subject  to  60  days'  notice,"  and  it  appears  in  the  evidence  that  the  60  days* 
notice  has  never  been  given  by  any  of  the  roads  parties  to  this  agreement. 


ExHiBFT  No.  5A. 

Mr.  B.  L.  DuiiANEY's  Testimony  Relative  to  Rate  Making  by  Aobeembnt. 

[Sxoeipt  from  brief  of  Frank  Lyon,  attorney  for  the  Interstate  Commerce  Commission,  I.  &  S.  Docket 
26,  'Obi  the  matter  of  investigation  and  suspension  of  advances  in  rates  for  the  transportation  of  coal 
by  the  Chesapeake  &  Ohio  Railwav  Co..  Baltimore  &  Ohio  Raih*oad  Co.,  and  the  Norfolk  &  Western 
Biailway  Co.,  and  their  connections.''] 

There  has  been  filed  as  a  part  of  the  evidence  in. this  proceeding  a  stenographic 
record  of  a  meeting  held  March  20,  1909,  between  the  railroad  oflacials  of  all  the  car- 
riers engaged  in  the  shipment  of  bituminous  coal  from  Pennsylvania,  West  Virginia, 
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and  Ohio  and  the  coal  opentotB  from  the  mme  dutrictff.  There  has  also  been  filed 
miniites  (not  stenogimphic  >  of  meetineE  between  the  ezecuthreB  of  the  Hune  bitumi- 
nooB  cosl-cmrrving  toids,  held  in  Pittebmgh  Febramrv  3  and  16.  and  in  New  York 
March  5.  11.  U,  15.  and  31. 

At  the  meeting  of  the  lailrcad  executiTcv  in  New  York  on  March  11.  1909,  with 
no  coal  opeiaton  present,  the  foDowine  reeointion/*  baaed  on  individual  announce- 
mente  of  the  various  interested  reads.*'  was  adopted,  contingent  upon  concurrence 
of  the  CSiesapeake  A  Ohio  Bailway.  which  was  not  repicaented: 

"Re9ohedy  That  the  rates  firam  ritlsburigh  and  (Miio  remain  tlie  same  as  last  year; 
that  Fairmont  be  made  $1,  other  West  Virginia  districts  $1.07}  per  too,  ihe  usual 
diffeientialB  to  apply  from  Pocahontas,  New  Bivcr,  ComlMriand,  and  Altoona  dis- 
tricts, effective  lUy  1,  1909."    (R..  p.  Ml .) 

At  the  meeting  on  Mardi  15,  1900,  it  was  reported  that  the  resolutioa  adopted  on 
March  11,  was  not  acceptable  to  the  ClieBapeake  A  (Xiio,  and  a  resolution  waathereapon 
passed  lo  invite  a  committee  of  opeiatofs  of  the  various  producing  districts  to  meet  tiie 
executive  officers  of  the  coal-carrying  roads  on  March  19  "ior  the  purpose  of  discussuig 
the  rate  situation  to  the  Lakes  uid  endeavoring  to  arrive  at  an  understanding  as  to 
what  basis  oi  diffeientialB  should  be  used  in  c(»structing  the  rates  from  the  variooB 
districts  to  Lake  Erie  ports."    (R.,  p.  651.) 

At  this  meetiug  it  was  decided  that  the  chairman  should  present  aa  a  tentative  propo- 
sition to  the  coal  operatora  the  following  resolution: 

**IU9ohedy  That  the  rates  from  Pittsburgh  and  Ohio  remain  the  same  as  last  year,  that 
Fairmont  be  made  $1,  Kanawha  and  Thacker  $1.06},  the  usual  differentials  to  apply 
from  Pocah<mtas,  New  River,  Cumberland,  and  Altocma  districts."    (R.,  p.  651.) 

This  would  have  the  effect  of  changing  the  rates  as  indicated  below: 

nte. 


Ohio tO.85  I0.85 

Pittsbnr^i .88  .88 

Fainnoni .9Sk  1.00 

Kanawba  and  Thicker 

Pocahontas  and  New  River 


At  the  meeting  of  March  20,  1909,  between  the  executi\-es  of  the  carriers  and  the 
operators,  Mr.  Jonoson,  president  of  the  Norfolk  &  Western,  presiding,  made  the  fol- 
lowing statement: 

"As  a  representative  of  the  carriers  of  one  of  the  important  coal  lines,  I  have  from 
the  very  beginning  deprecated  any  change  m  the  present  differentials.  I  consider  it, 
and  have  consider)^  it  and  have  so  expressed  myself  repeatedly,  as  not  ^e  psycho- 
logical time  to  bring  this  question  up;  that  it  is  better  in  every  respect,  in  the  mter- 
est  of  the  producers,  operators,  and  the  shippers,  and  the  carriers  to  let  the  question 
of  the  differentials  on  the  lake  rates  remain  as  they  now  are  for  thej>resent  and  for 
one  year  at  least.  This  question  was  presented  to  the  Norfolk  &  Western  Railway 
without  any  notification  or  warning  at  all  that  there  was  any  question  in  the  minds 
of  the  operators  from  the  northern  districts  as  being  dissatisfied  with  the  differentials 
as  they  stood."    (R.,  p.  684.) 

''Mr.  Lton.  There  was  a  suggestion  as  to  the  schedule  of  rates. 

''Mr.  Johnson.  That  is  prior  to  the  meeting  of  the  operators,  Mr.  Lyon.  Get  that 
clear  in  your  mind." 

It  was  at  that  meeting  of  the  railroad  officials  at  which  it  was  announced  that  these 
advances  would  be  made  by  the  Wes  Virginia  railroads.  It  was  at  that  meetipg, 
and  at  various  other  conferences,  in  a  general  way,  in  which  I  reached  the  conclusion 
that  our  rates  should  be  advanced — the  rates  from  West  Virginia  districts  should  be 


advanced  and  the  rates  from  the  other  districts  remain  as  they  were .    (R . ,  pp .  482-484.) 
(The  original  records  from  which  the  above  excerpts  were  made  by  the  attorney 
for  the  commission  will  be  found  in  the  files  of  the  Interstate  Commerce  Ck)mmis8ion 
in  Docket  I.  <Sc  S.  26.) 
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SMORANDUM   OP   CONFERENCE   AT   SOUTHERN    RAILWAY   OFFICES,    No.   30  ChURCH 

Street,  New  York  City,  Tuesday,  February  23,  1909. 

representation . 

jTolina,  Clinchfield  &  Ohio  Railway: 

Mr.  M.  W.  Potter,  chainnan  of  the  board 

Mr.  G.  L.  Carter,  president. 

Mr.  J.  J.  Campion,  traffic  manager. 

Mr.  J.  B.  Dennis. 

Mr.  Paul  Morton, 
orfolk  &  Western  Railway: 

Mr.  L.  E.  Johnson,  president. 

Mr.  T.  S.  Davant,  vice  president  and  traffic  manager, 
ioathem  Railway: 

Mr.  W.  W.  Pinley,  president. 

Mr.  J.  M.  CiUp,  vice  president. 

Mr.  Fairfax  Harrison,  vice  president. 
\riiginia  &  Southwestern  Railway: 

Mr.  W.  W.  Finley,  president. 

Mr.  J.  H.  McCue,  manager. 

Mr.  W.  E.  Allen,  general  freight  and  passenger  agent. 
Viiginia  Railway: 

Mr.  R.  DulSi)r,  vice  president  and  general  manager. 

Mr.  S.  M.  Adsit^general  freight  and  passenger  agent. 
ChesapeaJce  &  Ohio  Railway: 

Mr.  D.  Axtell,  vice  president. 

Mr.  E.  D.  Hotchldss,  general  freight  agent. 
Atlantic  Coast  Line: 

Mr,  H.  Walters,  chairman  of  the  board. 

Mr.  R.  A.  Brand,  freight  traffic  manager. 
Louisville  &  Nashville  Railroad: 

Mr.  H.  Walters,  chairman  of  the  board. 

Mr.  M.  H.  Smith,  president. 

Mr.  A.  R.  Smith,  third  vice  president. 

Seaboard  Air  Line  not  represented. 
Mr.  Johnson  acted  as  chairman. 

The  matter  presented  for  discussion  related  to  the  coal-rate  adjustment  from  Vir- 
nnia.  East  Tennessee,  and  southeastern  Kentucky  mines  to  destinations  in  the  two 
Jarolinas  and  the  northern  portion  of  Geor]^ia. 

After  an  interchange  of  views  the  meetmg  adjourned  to  convene  at  offices  of  the 
Southern  Railway,  No.  30  Church  Street,  New  York  City,  11  a.  m.,  Tuesday,  March  9: 
the  traffic  officials  of  the  several  lines  were  instructed  to  confer  in  the  meantime  and 
mbmit  a  recommendation. 


[L.  E.  Johnson,  chairman;  A.  R.  Smith,  secretary.] 

New  York,  February  2S,  1909. 

Mr.  J.  M.  CuLP,  Vice  President  Southern.  Railway ,  Washington^  D.  C. 

Sir.  L.  Green,  Freight  Traffic  Manager  Southern  Railway ^  Washington^  D.  C. 

Sir.  E.  D.  HoTCHKiss,  General  Freight  Agent  Chesapeake  dc  Ohio  Railroad,  Richmond, 

Va. 
^.  T.  S.  Davant,  Vice  President  Norfolk  dc  Western  Railway,  Roanoke,  Va. 
^fr.  T.  D.  HoBART,  Coal  and  General  Freight  Agent,  Norfolk  dc   Western  Railway, 

Roanoke,  Va. 
^.  R.  A.  Brand,  Freight  Traffic  Manager  Atlantic  Coast  Line,  Wilmington,  N.  C. 
jjr.  L.  Sevier,  Vice  President  Seaboard  Air  Line  Railroad,  Portsmouth,  Va. 
{Jr.  C.  R.  Capps,  General  Freight  Agent  Seaboard  Air  Line  Railway,  Norfolk,  Va. 
Mr.  M.  J.  Caples,  Vice  President  Carolina,  Clinchfield,  dc  Ohio  Railroad,  Johnson  City, 

Tenn. 
"fr.  J.  J.  Campion,  Traffic  Manager    Carolina,  Clinchfield  dc  Ohio  Railroad,  Johnson 

City,  Tenn. 
yJ.  H.  McCuB,  General  Manager  Virginia  dc  Southwestern  Railway,  Bristol,  Tenn,-  Va. 
*'•  W.  E.  Allen,  General  Freight  Agent    Virginia  dc  Southwestern  Railway,  Bristol, 

Tenn.-  Va. 
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Mr.  H.  F.  Smith,  Vice  President  Nashville,  Chattanooga  dc  St.  Louis  Railway,  Nash^ 

ville,  Tenn. 
Mr.  C.  Barham,  General  Freight  Agent  Nashville,  Chattanooga  dc  St.  Louis  Railtoay, 

Nashville,  Tenn. 
Mr.  T.  C.  Powell,  Vice  President   Cincinnati,  New  Orleans  dc  Texas  Pacific  Railway^ 

Cincinnati,  Ohio. 
Mr.  G.  P.  Biles,  Freight  TraJ^c  Manager    Cincinnati,  New  Orleans  dc  Texas  Paxnfic 

Railway,  Cincinnati,  Ohio. 
Mr.  C.  D.  Boyd,  Coal  Freight  Agent  Louisville  dc  Nashville  Railroad,  Knoxville,  Tenn, 
Mr.  Raymond  Dupuy,  Vice  President  Virginian  Railway,  Norfolk,  Va. 
Mr.  S.  M.  Adsit,  General  Freight  Agent  Virginian  Railway,  Norfolk,  Va. 

Dear  Sirs:  Meeting  of  traffic  officers  to  consider  coal  rates  from  Virginia^  East 
Tennessee,  and  Kentucky  mines  to  destinations  in  the  Carolinas  and  North  Geoi^eia  is  ^ 
hereby  definitely  called  to  convene  at  Hotel  Jefferson,  Richmond,  Va.,  Monday,  March 
1,  at  10  a.  m. 

It  is  of  great  importance  that  all  interests  be  authoritatively  represented,  and  you 
are  urged  to  be  in  attendance. 

Yours,  truly,  A.  R.  Smith, 

Secretary  of  Presidents'  Conference. 

Copy  to  Mr.  L.  W.  Johnson,  chairman,  care  of  Norfolk  A  Western  Railway,  Koa- 


(Copy  1 
noke,  Va. 


) 


Memorandum  and  Recommendation  of  Conference  at  Richmond,  Va.,  March 
1, 1909,  in  Pursuance  of  Instructions  of  Executive  Officers'  Meeting,  New 
York,  February  23. 

After  an  interchange  of  views,  the  meeting  adjourned  to  convene  at  offices  of  South- 
em  Railway,  No.  30  Church  Street,  New  York  City,  11  a.  m.,  Tuesday,  Msux^  9: 
the  traffic  officials  of  the  several  lines  were  instructed  to  confer  in  the  meantime  ana 
submit  a  recommendation. 

The  following  were  present  at  Richmond  conference: 

T.  S.  Da  van  t,  Norfolk  &  Western,  Roanoke,  Va. 

T.  D.  Hobart,  Norfolk  &  Western,  Roanoke,  Va. 

E.  D.  Hotchkiss,  Chesapeake  &  Ohio,  Richmond,  Va. 

A.  P.  Gilbert,  Cnesapeake  &  Ohio,  Richmond,  Va. 

S.  M.  Adsit,  Virginian,  Norfolk,  Va. 

J.  J.  Campion,  Carolina,  Clinchfield  &  Ohio. 

R.  A.  Brand,  Atlantic  Coast  Line,  Wilmington,  N.  C. 

L.  Sevier,  Seaboard  Air  Line,  Portsmouth,  va. 

C.  B.  Comptom,  Louisville  &  Nashville,  Louisville,  Ky. 

CD.  Boyd,  Louisville  &  Nashville,  Knoxville,  Tenn. 

W.  E.  Allen,  Vircinia  &  Southwestern,  Bristol,  Va. 

J.  M.  Culp,  Southern. 

L.  Green,  Southern,  Washington,  D.  C. 

It  is  recommended  that  the  following  rates  on  coal  be  established  from  the  various 
mining  districts  indicated  to  points  named  below: 


Coal  Creek. 

Dante. 

Virginia 
and  South- 
western. 

New  River 
and  Poca- 
hontas. 

Oh«rlott4^ 

2.10 

I         1.80 

1.95 
2.15 
2.05 

}           2.15 

1.90 

}           2.10 

2.30 

2.35 

2.06 

2.20 
2.40 
2.30 

2.40 

1.90 

2.35 

2.40 

2.35 

2.05 

2.20 
2.40 
2.30 

2.40 

2.15 

2.35 

2.40 

nnl^imbift ,             , 

2.45 

Augusta 

Spartanburg 

weenville 

2.05 

Greenwood 

2.06 

Clinton 

2.05 

Carlisle 

2.05 

Chesttf 

Caniden 

2.50 

Marion,  N.C 

2.05 

Statesville 

Salisbury 

2.45 

Greensboro ,  . . 

"Durbftni 

2.30 

Raleigh 
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Gflstonia 

Winston-Salem. 

Henderson 

Oxford 

Goldsboro 

WeMon 

Shelbi 


)y 

Liiioolnton. . . 
Aberdeen.... 

Binford 

Wadesboro... 
Lomberton.. 

Mazton 

Pembroke.... 
Bennettsville 
Gheraw 


Marion 

Sumter 

Oibson. 

Oranseborg. 
Charleston... 
Wilminfcton. 
Fayette  ville. 

FaMax. 

AUendale... 
Denmark.... 
Ftegnalls 


Coal  Creek. 

Dante. 

Virginia 
and  South- 

western. 

2.10 

2.35 

2.35 

2.30 

2.40 

2.40 

} 

2.40 

2.40 

2.40 

2.40 

2.50 

2.50 

2.40 

2.40 

} 

2.10 

2.35 

2.35 

} 

2.40 

2.40 

2.40 

2.25 

2.40 

2.50 

2.40 

2.40 

2.50 

I 

2.40 

2.40 

2.50 

2.25 

2.40 

2.40 

2.25 

2.40 

2.40 

2.25 

2.40 

2.40 

2.15 

2.40 

2.40 

2.25 

2.40 

2.50 

2.10 

2.35 

2.35 

1.80 

2.05 

2.05 

2.05 

2.05 

2.15 

2.45 

2.45 

2.45 

2.35 

2.60 

2.60 

2.25 

2.50 

2.30 

2.25 

2.50 

2.50 

2.25 

2.50 

2.50 

New  River 
and  Poca- 
hontas. 


2.65 
2.30 

2.30 

2.40 
2.30 

2.65 

2.40 

2.50 
2.50 

2.50 

2.50 
2.50 
2.50 
2.50 
2.50 
2.50 
2.15 
2.05 
2.45 
2.70 
2.60 
2.60 
2.60 


DiscuBsion  of  rates  to  Georgia  points  to  be  deferred  for  later  meeting;,  with  Central 
of  Georgia  Bailway*  Nashville,  Chattanooga  &  St.  Louis;  Cincinnati,  New  Orleans 
&  Texas  Pacific,  and  other  interested  lines. 

It  is  further  recommended  that  rates  to  points  in  North  and  South  Carolina,  not 
named  above,  be  adjusted  with  proper  relation  to  the  points  herein  named. 

That  rates  to  points  in  Geoigia  be  a  subject  for  further  conference,  at  which  other 
interested  lines  may  be  represented. 

In  view  of  the  proposed  rates  from  Dante  via  Carolina,  CliRchfield  &  Ohio  and  from 
Toms  Creek  via  Virgina  &  Southwestern,  Mr.  Davant  is  of  the  opinion  that  ^e 
Norfolk  &  Western  should  not  publish  higher  rates  from  the  mines  on  its  OHnch  Valley 
division  thim  from  Pocahontas  district. 

The  Carolina,  Clinchfield  &  Ohio  does  not  at  this  time  concur  in  the  rates  as  checked 
above,  but  will  on  or  before  March  9  (probably  before)  definitely  announce  its 
position. 


Memorandum  of  Conference,  Hotel  Raleigh,  Washington,  D.  C,  March  25-26, 

1909. 
Present: 
Mr.  T.  S.  Davant,  vice  president  and  traffic  manager,  Norfolk  &  Western. 
Mr.  T.  D.  Hobart,  coal  and  general  freight  a^nt,  Norfolk  &  Western. 
Mr.  S.  M.  Adsit.  general  freight  agent,  Viiginian  Railway  Co. 
Mr.  E.  D.  Hotcnkiss,  general  freight  agent,  Chesapeake  &  Ohio  Railway. 
Mr,  J.  W.  Perrin,  general  freight  agent,  Atlantic  Coast  Line, 
Mr.  L.  Green,  freight  traffic  manager.  Southern  Railway. 
Mr.  Ernest  Williams,  general    freight .  agent,  Charleston  &  Western    Carolina 

Railway. 
Mr.  J.  J.  Campion,  traffic  manager,  Carolina^  Clinchfield  &  Ohio  Railway. 
Mr.  W.  E.  Allen,  general  freight  agent,  Virginia  &  Southwestern  Railway. 
Mr.  C.  R.  Capps,  general  freight  agent.  Seaboard  Air-Line  Railway. 

The  several  lines  present  at  the  meeting  individually  announced  the  following 
minimum  rates  per  ton,  2,000  pounds,  on  coal,  carloads,  using  carload  minimum, 
from  the  several  districts  named  to  the  destinations  named,  with  the  present  relative 
adjustment  from  districts  related  to  Coal  Creek  and  from  districts  related  to  Poca- 
hontas and  New  River  groups.  Corresponding  changes  to  be  made  in  the  rates  on 
coke  in  carloads. 
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To- 


Abbeville,  S.  C 

Allendale,  S.  C 

Anderson,  8.  C 

AshebOTO,  N .  C 

Aberdeen,  N.C /.. 

Aberdeen  and  Ashebwo 

Barnwell,  8.  C 

Belton.  S.  C 

Beonettsvllle,  S.  C 

Beaufort.  N.C ,... 

Bostic.N.  C 

Branchville.  8.  C 

Oalhoun  Falls,  8.  C 

Cameron,  N.C 

Camden,  8.  C 

Camden  Junction,  S.  C 

Cariisle,  8.  C 

Carthage,  N.C 

Cary,  N.  C 

Catawba,  8.  C 

Cayoe,  S.  C 

Charleston.  8.  C 

Charlotte,  N.  C 

Cheraw,  8.  C 

Chester,  8.  C 

Clinton,  8.  C 

Columbia,  8.  C 

Cumnock,  N.C 

Denmark,  8.  C 

Dunn,  N.C 

Durham  N.C 

Easley,  8.  C 

Fair&x,  8.  C 

Fayettsville,  N.  C 

Forest  City,  N.  C 

Fort  Lawn^ .  C 

L.  &  C.  R.  R... ................... ...... 

Catawba  Valley  Ry 

Gastonla,  N.C 

Georgetown,  8.  C 

Gibson,  N.C 

Goldsboro,  N.  C 

Greensboro,  N.  C 

Greenville.  8.  C , 

Greenwood,  S.  C 

Greenville,  N.  C 

Gulf,  N.C 

Hallison,  N.  C 

Hardesville,  a.  C 

Henderson,  N.  C 

Henrietta.  N.  C 

Hickory.  N.C 

Hope  Mills.  N.  C 

Jonesboro.  N.C 

Kinston,  N.C 

Lancaster,  8,  C 

Lattimore.  N.  C 

Laurens.  P.  C 

C.  &N.  W.Ry.: 

Lenoir,  N.C 

Airlee,  S.  C,  to  Yorkville,  inclusive. 

Filbert  to  Cliffs,  inclusive 

Rhodies  to  Lenoir 

Lincolnton,  N.  C 

Lumberton,  N.  C 

Madison,  N.  C 

Marion,  N.  C 

Marion,  8.  C 

Maxton,  N.  C 

Moorasboro,  N.  C 

Newberry,  8.  C 

Newton,  N.  C 

Orangeburg,  S.  C 

Oxford,  N.C 

Pembroke,  N.C 

Port  Royal,  8.  C 

Fregnalls,  8.  C 


fmor— 


Co«l  Creek. 


LOS 


L05 
2.35 
2.45 
2.45 
2.25 
L05 
2.25 
2.20 
2.00 
2.25 
2.15 
2.45 
2.15 


0) 


2.05 
2.45 
2.30 
2.15 
2.10 
L80 
2.10 
2.25 
2.15 
2.15 
2.10 
2.45 
2.25 
2.40 
2.30 
LOS 
2.35 
2.45 
2.00 
2.25 
2.25 
2.25 
2.10 
2.38 
2.25 
2.40 
2.30 
1.80 
L95 


2.45 
2.95 
2.35 
2.40 
2.00 
2.10 
2.50 
«2.45 


Virgin^ 

dcSoutb- 

wwtttn 

mines. 


2.15 
2.00 
LOS 

2.15 
2.15 
2.10 
2.15 
2.10 
2.35 
2.30 
LOO 
2.35 
2.30 
2.00 
05 
10 


1. 
2. 
2. 
2. 
2. 
2. 
2. 


10 
40 
35 
00 
25 


2.20 
2.25 
2.20 
2.45 
2.45 
2.45 
2.00 
2.20 
2.40 
2.45 
2.25 
2.50 
2.40 
2.45 
2.40 


(») 


2.30 
2.45 
2.40 
2.40 
2.35 
2.05 
2.35 
2.40 
2.40 
2.40 
2.35 
2.45 
2.50 
2.40 
2.40 
2.20 
2.00 
2.45 
2.20 
2.50 
2.50 
2.50 
2.35 
2.63 
2.40 
2.50 
2.40 
2.05 
2.20 


2.45 
2.05 
2.60 
2.40 
2.25 
2.35 
2.50 
«2.45 


2.40 
2.25 
2.20 

2.40 
2.40 
2.36 
2.40 
2.35 
2.40 
2.40 
2.15 
2.40 
2.40 
2.25 
2.20 
2.35 
2.35 
2.40 
2.40 
2.25 
2.50 


Cwolina, 

CUnchflflld 

AOhio 

mines. 


2.20 
2.25 
2.20 
2.45 
2.45 
2.45 
2.50 
2.90 
2.40 
2.45 
2.25 
2.60 
2.40 
2.45 
2.40 


0) 


2.30 
2.45 
2.40 
2.40 
2.35 
2.05 
2.35 
2.40 
2.40 
X40 
2.85 
2.45 
2.60 
X40 
2.40 
2.20 
2.00 
2.45 
2.20 
2.50 
2.50 
2.50 
2.35 
2.63 
2.40 
2.50 
2.40 
2.05 
2.20 
2.50 
2.45 
2.06 
2.60 
2.40 
2.25 
2.35 
2.50 
2.45 
2.50 
2.40 
2.25 
2.20 

2.40 
2.40 
2.35 
2.40 
2.35 
2.40 
2.40 
LOO 
2.40 
2.40 
2.25 
2.20 
2.35 
2.35 
2.40 
2.40 
2.25 
2.50 


Pocahontas 
groop.  New 

group. 


W 


2.ff 

2.00 

2.65 

2.46 

2.45 

2.45 

2:60 

2:66 

2.50 

2.56 

Z66 

2.00 

2.66 

2.46 

Z50 


2.06 
2.46 
2:30 
2:60 
2.45 
2.16 
2.46 
2.50 
2.50 
166 
2.46 
2.45 
2.60 
2.40 
2:30 
2:66 
2.70 
2.45 
2.65 
2.60 
2.60 
2.60 
2.66 
2.90 
2.50 
2.40 
2.30 
2.65 
2.65 
2.40 
2.45 
2.96 
2.70 
230 
265 
2.65 
2.50 
•  2.45 
2.40 
2.50 
2.65 
2.65 

2.70 

2.50 

2.65 

2.70 

2.65 

250 

2.30 

2.65 

2.50 

2.50 

2.65 

2.65 

2.65 

2.50 

2.30 

2.50 

2.40 

2.60 


1  Cut-out  rates. 


«  Allow  A.  &  W.  R.  R.  28  cents. 
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To- 


_      Air  Line  Ry.: 

Ponds  to  Franklm. 

Dchiware  to  Gnmberry,  inoluaive 

Bmwem  to  Lewiston,  indusiye 

New  Hill  to  Aberdeen,  inclusiye 

Fine  Bluff  to  Cognac 

Sandy  River  to  Calhoim  Falls,  inclusive. . 

Marburg  to  Weddell,  inclusive 

Lancaster,  S.  C,  to  Wbeat  Hills,  inclusive. 

D*  w  8.  C.  R.  R.... 

A.  &W.  R.  R 


A.  &S.  C.  Ry 

CAiHiafe  R.  R.: 

Keu7&  Carthage...: 

Stfttxms  west  of  Cartilage 

Seaboard  Air  Line  Ry.,  Fittsboro  Branch. . . 

Seaboard  Air  Line  Ry.,  College  Spur 

Soctthem  Ry.  stations:  _ 

Vandalia  to  Sanford 

Bamsuer  Branch 

Jamestown  to  Holtsburg,  inclusive 

Asheboro  Branch 

Terra  Cotta  to  Rural  HaD,  inclusive 

Caraleigh  Branch 

Tobaocoville  to  North  Wilkesboro,  inclusive. 

Haynes  to  MiitoviUe,  inchisive 

Gooloenne  Junction  to  Maseppa,  inclusive. . . 

Mooresvme,  N.  C 

Atlantic  Coast  Line  R.  R.  stations: 

Between  Fayetteville  and  8anford 

Prosperity,  S.  C 

Pride,  8.  C. 

BaWrii,N.  C 

BoblAis,  8.  C. 


Bntberfordttm,  N.  C. 

Sanford.  N.C 

Selma,  N.  C 

Seneca,  8.  C 

Shelby,N.C 

Spartanburg,  8.  C. . . 

Storr.N.C 

Sumter,  8.  C 

Th«mal  City,  N.C. 

Troy,  N.C 

Union,  8.  Ci 

Varioa.  N.  C 

WadesDoro,  N.  C 

Walnut  Cove,  N.C. 

Weldon,  N.  C 

Wihnington,  N.  C... 
Winston-Salem,  N.  C 

Yemassee,  8.  C 

Yorkville,  8.  C 

C.  N.  A  L.  R.  R.r 

Local  stations 

Farmvllle,  N.  C 


From— 


Coal  Creek. 


Virginia 
&  South- 
western 
mines. 


(») 


2.45 
2.50 
2.30 
2.35 
2.30 


(») 


2.45 
2.30 
2.30 
2.10 

2.45 
1.95 
2.15 
2.30 


(*) 


2.00 

2.45 

2.40 

1.95 

2.00 

1.80 

2.45 

2.15 

2.00 

2.45. 

1.95 

2.40 

2.25 

2.30 


2.05 
2.30 


(«) 


2.15 


2.15 


Carolina, 

CltDchfield 

&Ohio 

mines. 


(*) 


2.45 
2.50 
2.40 
2.46 
2.40 


(•) 


2.55 
2.40 
2.40 
2.35 

2.46 
2.20 
2.40 
2.40 


0) 


2.25 
2.45 
2.50 
2.20 
2.25 
2.05 
2.45 
2.40 
2.25 
2.45 
2.20 
2.40 
2.40 
2.40 


2.15 
2.40 


(*) 


(*) 


2.40 
2.40 


(») 


12.30 

12.30 

12.30 

2.45 

2.45 


2.40 
2.60 
2.45 
2.45 
2.40 


2.45 
2.95 
2.45 


(») 


2.45 
2.50 
2.40 
2.45 
2.40 


(•) 


2.55 
2.40 
2.40 
2.35 

2.45 
2.20 
2.40 
2.40 


(«) 


2.25 
2.45 
2.50 
2.20 
2.25 
2.a5 
2.45 
2.40 
2.25 
2.45 
2.20 
2.40 
2.40 
2.40 
2.40 
2.05 
2.40 


(*) 


2.40 


2.40 


(») 


Pocahontas 

group,  New 

River 

group. 


(») 


2.46 
2.50 
2.66 
2.50 
2.70 
2.45 
2.45 
2.50 

2.46 
2.95 
2.46 


(•) 


(0 


0) 


(») 


2.46 
2.60 
2.40 
2.46 
2.30 

2.46 
2.40 
2.40 
2.46 

2.46 
2.66 
2.66 
2.30 

3.66 
2.46 
2.40 
2.65 
2.65 
2.66 
2.45 
2.50 
2.66 
2.45 
2.55 
2.40 
2.50 
2.30 
2.30 
2.05 
2.30 

2.50 

2.66 


1 80  cents  from  Suffolk. 
*  Columbia  rates. 


•  Raleigh  rates. 
4  Cut-out  rates. 


ft  Same  as  Greenville,  N.  C. 


If  KMORANDUM  OP  RaTES  CHECKED  AT  MEETING  HeLD  AT  OlD  PoINT,  Va.,  AuGUST 

8,   9,   AND   10,   1911. 

COAL   RATES   FROM  TENNESSEE,    VIRGINIA,    AND   WEST  VIRGINIA   MINES  TO   CAROLINA 

TERRITORY  AND  POINTS  IN  GEORGIA. 

Representation : 
Atlantic  Coast  Line  Railroad:  Mr.  J.  W.  Perrin,  general  freight  agent. 
Charleston  &  Western  Carolina  Railway:  Mr.  Ernest  Williams,  general  freight 

agent. 
Chesapeake  &  Ohio  Railway:  Mr.  E.  D.  Hotchkiss,  general  freight  agent. 
Carolina,  Clinchfield  &  Ohio  Railway: — 

Mr.  J.  J.  Campion,  vice  president  and  traffic  manager. 
Mr.  H.  G.  Waring,  assistant  general  freight  agent. 
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RepreBentation — Continued . 

Louisville  &  Nashville  Railroad — 

Mr.  C.  B.  Compton,  traffic  manager. 

Mr.  C.  D.  Boyd,  general  freight  agent. 
Norfolk  &  Western  luiilway — 

Mr.  T.  S.  Davant,  vice  president  and  traffic  manager. 

Mr.  T.  D.  Hobart,  coal  and  central  freight  agent. 
Seaboard  Air  Line  Railway — 

Mr.  C.  R.  Capps,  vice  president.  ,^^ 

Mr.  L.  E.  Chaioner,  general  freight  ftgent. 


'X    • 

'  '1 


-.•Ml 


Mr.  G.  S.  Rains,  assistant  general  freight  agent. 

Southern  Railway — 

Mr.  J.  M.  Gulp,  vice  president.  -jp 

Mr.  G.  R.  Browder,  assistant  freight  and  traffic  manager.  ^/ 

Mr.  I.  L.  Graves,  coal  freight  agent.  .^ 

•  Mr.  W.  Runnette,  executive  clerk. 

Virginian  Railway:  Mr.  W.  S.  Saunders,  assistant  general  freight  agent. 

Virginia  &  Soutib western  Railway:  Mr.  W.  E.  Allen,  general  freight  agent 

This  was  an  adjourned  meeting  to  consider  further  chaises  in  rates  <m  coal  result- 
ing from  reduction  ordered  by  me  Interstate  Commerce  Commission  in  the  Vktor 
Manu&cturing  Co.  case,  effective  October  15,  1911. 

The  memoranda  attached,  marked  ' '  Section  A,''  covering  common  pointa,  and  ^'Sec- 
tion B,''  covering  the  local  stations,  contains  the  rates  checKed  in  at  this  meetings 

Under  heading  "Tennessee  "  are  shown  the  Coal  Creek  rates. 

Under  heading  "Virginia  "  are  shown  Virginia  &  Southwestern  and  Car(^ina,  Oitch- 
field  &  Ohio  rates. 

Under  heading  "West  Virginia  "  are  shown  Poc$ihontas*New  River  rates. 

No  changes  were  recommended  to  points  on  and  north  of  the  Atlantic  Coast  IgoB, 
Wilmington  to  Sanford,  thence  on  and  north  of  the  Southern  Railway,  Sanfov^ 
through  Greensboro,  to  Winston-Salem. 

The  rates  from  all  mines  In  Tennessee,  Alabama,  and  Georgia  to  be  revised  cm  tb6 
usual  relative  basis,  and  rates  from  mines  on  the  Norfolk  &  Western  and  Chesapc^doB  A 
Ohio^  outside  Pocahontas  and  New  River  districts,  are  also  to  be  revised  on  the  unial 
relative  basis. 

The  following  reconmiendation  was  offered  and  considered: 

'^  Recom7n£nded. — ^The  revision  of  rates  on  coal  from  mines  on  the  Virginia  &  Soath- 
westem  Railway  and  the  Carolina,  Clinchfield  &  Ohio  Railway  to  points  on  and  soulb  tnd 
west  of  the  following  described  line  on  basis  of  not  less  than  45  cents  per  ton  higher  tliftQ 
the  rates  at  present  in  effect  from  Southern  Railway  group  No.  7  mines  (Coal  Creek), 
and  LouisviUe  &  Nashville  No.  1  mines  in  east  Tennessee. 

"The  line  of  the  Southern  Railway  from  Cohutta  through  Dalton,  Rome  Rickaiart, 
Dallas,,  and  Austell  to  Atlanta,  thence  via  the  Georgia  Railroad  through  Covin^n  and 
Social  Circle  to  Madison,  thence  via  the  Central  of  Georgia  Railway  through  Machen, 
Etonton,  Milledgeville,  Stevens  Pottery  to  Gordon,  thence  soulii  via  and  air  line  to 
Empire,  Ga.  (the  crossing  of  the  Southern  Railway  and  Wrl^htsvUle  &  Tennille  B,  R.)> 
thence  via  the  Southern  Railway  to  Helena  and  McRae;  thence  via  the  Seaboard  Air 
Line  to  Abbeville,  thence  via  the  Seaboard  Air  Line  to  Fitzgerald;  thence  via  the 
Atlanta,  Birmingham  &  Atlantic  to  Tifton;  thence  via  the  Georgia,  Southern  4 
Florida  Railroad  to  Valdosta;  thence  via  the  Georgia  &  Florida  Railroad  to  Madison." 

Contrary  views  havln<2:  been  expressed  by  the  representatives  of  some  of  the  other 
lines,  tiie  Louisville  &  Nashville  Kallroad  Co.  holds  to  the  opinion  expressed  in  its 
recommendation,  namely  for  a  revision  of  the  rates  on  coal  from  mines  on  the  VirginiA 
&  Southwestern  Railway,  and  Carolina,  Clinchfield  &  Ohio  Railwa^r  to  points  on  and 
south  and  west  of  the  line  described  in  the  recommendation,  on  basis  of  not  less  tjtf* 
45  cents  per  ton  higher  than  rates  at  present  in  effect  from  Southern  Railway  group 
No.  7  mines  (Coal  Creek),  and  Louisville  &  Nashville  group  No.  1  mines,  m  East 
Tennessee;  and  while  it  does  not,  on  this  date,  serve  notice  oi  Its  Intention  to  re4uc0 
its  rates,  it  reserves  to  itself  the  privilege  of  so  doing,  and  will  advise  all  Interested 
lines  when  it  proposes  to  act. 

Copies  of  this  memorandum  with  copies  of  the  memoranda  of  rates.  Sections  A  and 
B,  to  be  sent  to  other  Initial  coal-carrying  lines  in  Tennessee,  Georgia,  and  AJabamft. 

G.  R.  Browder,  Acting  Chairman. 


teanspoetawon  of  goal.  45 

SxonoK  A. — Memorandum  o/  eoat  rata  to  common  p&hu*. 
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Section  A. — Memorandum  of  coal  rates  to  common  points — Continued. 


From — 

To— 

Tennessee. 

Virginia. 

West 

Virginia. 

Proctorville,  N.  C 

2.30 
2.30 
2.00 
2.35 
2.05 
2.40 
2.05 
2.05 
2.30 
U.65 

2.40 

2.40 

2.10 

2.40 

12.15 

2.40 

S2.15 

•  2.15 

2.40 

1.76 

2.40 

Bobbins,  S.  C 

2.56 

Seneca,  S.  C 

2.66 

Star,  N.  C 

2.40 

Terminal  rjity,  N,  n _ , , 

X66 

Wagram,  N .  tf. 

2.40 

Bostic,  N.  C 

2.66 

Bostic  Yard,  N.  C 

X66 

Yemassee,  8.C 

2.56 

Murphy,  ^4".  C 

• 

1  Carolina^  Clinchfield  &  Ohio  will  issue  1.96  for  Carolina,  Clinchfield  &  Ohio  delivery. 
*  To  Bostic  Carolina,  Clinchfield  &  Ohio  will  continue  present  rate. 
>  To  Bostic  Yard  Carolina,  Clhichfleld  &  Ohio  will  issue  1.05. 
<  Let  it  apply  from  Louisville  &  Nashville  mines. 

Secjtion  B. — Memorandum  of  coal  rates  to  local  stations. 


To— 


Aberdeen  &  Asheboro 

Aberdeen  &  Rockflsh 

AlcolR.  R 

Atlantic  <&  Western  R.  R 

Atlantic  Coast  Line: 

Between  Columbia  and  Sumter 

Between  Sumter  and  Orangeburg 

Between  Orangeburf  and  nobbins 

Between  Sumter  and  Darlington 

Between  Darlington  and  Parkton 

Hartsville  Branch 

Between  Bennetsville  and  Gibson 

Between  Elliott  and  Lucknow,  including  Lucknow... 

Between  Sumter  and  Lanee 

Between  Creston  and  Pre^ialls 

'  Between  Eutawville  and  Ferguson  (Inc.) 

Between  Florence  and  O'Learys 

Between  Johns  Island  and  Croghans 

Between  Dulow  and  Dulow  Mines 

Between  Ravend  and  Yongs  Island 

Between  Hollywood  and  Island  Road 

Between  Megetts  and  Goshen 

Between  Deratys  and  Smoake 

Between  Green  Pond  and  Ehrhardts 

Between  Florence  and  FayettevUle 

Between  Latta  and  Clio 

Between  Ekod  and  Bayboro 

Howells  and  Conway,  inclusive 

Between  Wilmington  and  Sanford 

Between  Peedee  and  Wilmington 

Bennettsville  <&  Cheraw  R.  R 

Blue  Ridge  Rv.: 

Between  Belton  and  Seneca 

Between  Seneca  and  WalaaUa,  including  Walhalla. . . 
Carolina  &  Northwestern  Ry.: 

Between  Chester  and  YorkvUle 

Between  Yorkville  and  Gastonia 

Between  Gastonia  and  Lincolnton 

Between  Lincolnton  and  Newton 

Between  Hickory  and  Tile,  including  Tile 

Rhodies  to  Lenoir,  inclusive 

Valmead  to  Edgemont,  inclusive 

Central  R.  R.  of  South  Carolina 

Charleston  &  Western  Carolina  Ry.: 

Between  Spartansbui^  and  Laurens 

Between  Laurens  and  Greenwood 

Verdery  to  McCormick,  inclusive 

Plum  Branch  to  Martinez 

Between  Augusta  and  Beaufort 

Between  Laurens  and  Greenville 


From— 


Tennessee. 


No  change. 
No  change. 
No  change. 
No  change. 

2.20 
2.30 
2.30 
2.30 

No  change. 

No  change. 

No  change. 
2.30 
2.30 
2.30 
2.30 

Nq  change. 

No  change. 

No  change. 

No  change. 

No  change. 

No  change. 

No  change. 

No  change. 

No  change. 

No  change. 

No  change. 

^lo 

No  change. 
No  change. 
No  change. 

2.00 
2.05 

2.15 
2.15 
2.15 
2.15 
2.15 
2.30 
2.30 
2.80 

2.00 
2.00 
2.10 
2.25 
2.30 
2.00 


Virginia. 


2.30 
2.40 
2.40 
2.40 


2.40 
2.40 
2.40 
2.40 


2.40 


2.10 
2.16 

2.25 
2.25 
2.25 
2.25 
2.26 
2.30 
2.40 
2.70 

2.10 
2.10 
2.20 
2.35 
2.40 
2.10 


West 
Virginia. 


2.45 
2.60 
2.65 
2.40 


2.40 
2.60 
2.55 
2.55 


2.40 


2.56 
2.56 

2.86 
2.56 
2.56 
2.66 
2.56 
2.60 
2.70 
2.80 

2.35 
2.55 
2.55 
2.55 
2.56 
2.55 
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Section  B. — Mefmorandum  of  coal  rates  to  local  stations — Continued. 


To— 


AndefBon  Branch: 

Between  McCOTmick  and  Calhoun  Falls. 

Between  Calhoun  Falls  and  Anderson . . 

CSharlotte  Monroe  &  Columbia  R.  R 

Cheoterfield  &.  Lancaster  R.  R 

GUIbldeR.  R. 

Ootmnbia,  Newberry.  &.  Laorens  R.  R.: 

Between  Laurens  and  Newberry 

Between  Prosperity  and  Colum  oia. 

Conway  Coast  A  Western  Ry 

I>iie  WestRy: 

I>i]rham  4&  Charlotte  R.  R.. 


lyortiain  Si  South  Carolina  Ry 

I>i]rfaain&  Southern  R.  R 

Bdgeni<»e  &Manetta  R.  R 

Georgetown  &  Western  R.R 

Olenn  Springs  R.  R 

BtertweiiRy 

Liancaster  &  Chester  Ry.: 

Between  Lancaster  and  Fort  Lawn 

Between  Fort  Lawn  and  Chester 

Laorinburg  &  Southmn  R.  R. 

Ijawndale  R.  R.  &  Industrial  Co 

Koffolk  &  Southern  R.R -. 

Korth  &  South  CarcdinaSRy 

Kortliirestem  R.  R.  of  oath  Carolina 

PkflnnsR.  R 

&  Charieston  R.  R 

Si  &  SoathportRy 

__jdolph  &  Cumberland  R.  R 

8aiifara<&  Troy  R.  R 

Seaboard  Air  Line  Ry.: 

Between  Sanford  and  Hamlet 

Between  "..'ilmington  and  Armour 

Between  Armour  and  Lumberton,  including  Armour. 

Between  Lumberton  and     adesboro 

Between  Wadesboro  and  Monroe 

Between  Monroe  and  Charlotte 

Between  Chwlotte  and  Lincolnton 

Between  Lincolnton  and  Shelby 

Between  Mooresboro  and  Bostic 

£aves,N.C : 

Henrietta  Branch 

Between  Monroe  and  Catawba 

Between  Catawba  and  Chester 

W^yUB,S.C 

Between  Wyl  ie  and  Carlisle 

Between  Carlisle  and  Qinton 

Between  Clinton  and  Greenwood 

Between  Greenwood  and  Abbeville 

Between  Abbeville  and  Calhoun  Falls 

Between  Calhoun  Falls  and  Alberton 

Catawba  Valley  Branc/i ,  not  including  Fort  Lawn.. . . 

Between  Choraw  and  C  oUege  Spur 

'College  Spur  and  Gayce 

Between  Gayce  and  Denmark 

Between  Denmark  and  Fairfto 

Between  Fairfax  and  Savannah 

Boatbem  Railway  Co.: 

Between  Greensboro  and  Spencer 

Spencer  to  North  Charlotte,  inclusive 

Aaheboro  Branch. 

Norwood  Branch 

Between  Winston-Salem  and  Barber 

Between  Barber  and  Mooresville 

Between  Charlotte  and  Gastonia 

Between  Gastonia  and  Blacksburg 

Between  Blacksburg  and  Cowpens,  inclusive 


From— 


Between  Cowpens  and  Spartanburg. . . 
Between  ^>artanburg  and  GreenviUe. . 

Between  Greenville  and  Seneca 

Between  Seneca  and  State  Line 

Deercourt  and  Tocooa,  Ga 

Elberton  Branch 

Between  Alston  and  Carlfele 

Between  Oariisle  and  Union 

Between  Union  and  East  Spurtanburg . 
Between  Gliarlotte  and  Rock  Hill 


Tennessee. 

Virginia. 

West 
Virghiia. 

2.10 

2.20 

2.55 

2.00 

2.10 

2.65 

No  change. 

No  change. 

2.05 

2.15 

2.55 

2.00 

2.10 

2.56 

2.15 

2.25 

2.65 

2.30 

2.40 

2.40 

2.50 

2.60 

3.15 

No  change. 

No  change. 
No  change. 

2.15 

2.25 

2.4a 

No  change. 
2.30 

2.40 

2.85 

2.15 
2.20 

2.25 
2.30 

2.40 

2.20 

2.30 

2.40 

No  change. 

1 

12.40 

2.35 

2.75 

No  change. 

No  change. 
2730 

2.40 

2.66 

2.10 

2.20 

2.66 

No  change. 

No  change. 

No  change. 
No  change. 

2.40 

2.40 

2.40 

2.05 

2.06 

2.05 

2.40 

2.40 

2.40 

2.30 

2.40 

2.40 

2.30 

2.40 

2.40 

2.15 

2.25 

2.40 

2.15 

2.25 

2.66 

2.15 

2.25 

2.66 

2.15 

2.15 

,  2.66 

2.15 

2.12 

2.56 

2.15 

2.15 

2.56 

2.15 

2.25 

2.40 

2.15 

2.25 

2^40 

2.15 

2.25 

2.35 

2.12 

2.25 

2.66 

2.15 

2.25 

2.56 

2.15 

2.25 

2.55 

2.15 

2.25 

2.55 

2.15 

2.25 

2.56 

2.16 

2.25 

2.75 

2.20 

2.30 

2.40 

2.30 

2.40 

2.50 

2.15 

2.25 

2.35 

2.30 

2.40 

2.55 

2.40 

2.50 

2.60 

2.40 

2.50 

2.60 

2.25 

2.35 

3.26 

2.15 

2.25 

3.26 

No  change. 

•«••••••• • . • 

•«••••••••.• 

2.35 

2.40 

2.25 

2.35 

2.86 

2.15 

2.25 

2.86 

2.15 

2.26 

2.3Q 

2.15 

2.26 

2.66 

2.05 

2.15 

2.65 

2.00 

2.10 

2.56 

1.86 

L06 

2.56 

2.00 

2.10 

2.65 

2.05 

2.15 

2.75 

2.15 

2.25 

2.76 

2.15 

2.25 

2.90 

2.10 

2.20 

2.56 

2.10 

2.20 

2.56 

2.00 

2.10 

2.66 

2.15 

2.25 

2.36 

1  A]^e8  only  from  Louisville  &  Nashville  mines* 
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Section  B. — Memorandum  of  coal  rates  to  local  stations — Continued. 


To- 


Southern  Railway  Co.— Continued. 

Between  Rock  Hill  and  Columbia 

Between  Columbia  and  Miles  Mill,  including  Miles  Mill 

Between  Miles  Mill  and  Augusta 

Aiken  branch.  Edgefield  and  Park  Hill 

Bavnham  to  Croft,  inclusive 

Between  Columbia  and  Barnwell 

Between  Barnwell  and  Allendale 

Between  Allendale  and  HardeeviUe 

Between  Perry  and  Batesburg 

Between  Columbia  and  Alston 

Alston  to  Pomaria,  inclusive 

Between  Newberry  and  Ninety-six 

Ninety-six  and  Newmarket 

Between  Greenwood  and  Abbeville 

Shoals  Junction  and  Donald 

Honea  Path 

Between  Belton  and  Greenville 

Between  Midland  Park  and  Pregnalls,  including  Midland  Park. 

Between  Pregnalls  and  Branchville,  including  BnmchviUe 

Between  Branchvilto  and  Aiken,  including  Aiken 

Between  Aiken  and  Augusta 

Between  Columbia  and  Branchville .- 

Between  Kineville  and  Camden 

Sumter  brancn 

Between  Camden  and  Lancaster 

Between  Lancaster  and  Yorkville 

Between  Yorkville  and  Blacksburg 

Between  Blacksburg  and  Marion 

Between  Spartanburg  Junction  and  HendersonvUle 

Hendersonville 

Balfour  to  Arden,  indnsive 

Skyland  and  Busbee 

Buena  Vista. 

Mi^olica  to  Barber 

Cleveland  to  Statesville,  inclusive 

Eufola  to  Claronont,  inclusive 

Conover  and  Scott 

Hildebran  to  Valdesc,  indusive 

Drexel  to  Calvin,  indusive 

Glen  Alpine  to  Nebo,  inclusive 

Greenlee  and  Eberman 

Old  Fort  to  Terrell,  indusive 

Black  Mountain  and  Swannanoa 

Azalea 

Biltmore 

Asheville 

Between  Asheville  and  Paint  Rock,  including  Pidnt  Rock 

Taylorsville  branch,  between  Charlotte  and  MooresviUe,  includ- 
ing MooresviUe 

Shepard  to  Barium,  inclusive 

LOTay  to  Taylorsville.  inclusive 

Murphy  branch,  between  Ashevflle  and  Canton,  induding 
Canton 

Oyde.  N.  C 

waynesvUle  and  Hazlewood 

Saunook  to  Bushnell,  indusive 


From— 


Tennessee. 


Judson  to  Regal,  inclusive. 


Bushnell  extension, 
Lake  Toxaway  branch: 

Pavie  to  Rosman,  indusive 

Galloway  to  Lake  Toxaway,  indushre  .. 
Asheville  &  Craggy  Mountain  division. 

Asheville  Southern  division 

l*allulah  Falls  Ry.: 

Demorest 

Habersham  to  Annadale,  indusive 

Hollywood  and  Tumerville 

Tallulah  FaUs  and  Tallulah  Lodge 

JoyandMathis 

Wylie  and  Tiger 

Clayton 

Mountain  City  to  Franklin,  inclusive 

Union  &  GlenSprinjzsR.R 

Virginia  &  Carouna  Southern  Ry 

WarrentonR.R 

Ware  Shoals  R.R 


2.15 
2.30 
2.16 
2.30 
2.30 
2.30 
2.30 
2.30 
2.30 
2.15 
2.10 
2.10 
2.00 
2.00 
2.00 
2.00 
2.00 
2.30 
2.30 
2.30 
2.15 
2.30 
2.30 
2.30 
2.20 
2.16 
2.16 
2.06 
L86 
L70 
L05 
1.60 
1.66 
2.15 
2.16 
2.16 
2.16 
2.16 
2.06 
2.00 
L80 
1.76 
L70 
1.65 
1.65 
L50 
L50 

2.15 
2.15 
2.25 

1.60 
L65 
1.75 
1.85 
1.85 
1.85 

1.80 
2.00 
1.50 
1.50 

2.35 
2.50 
2.55 
2.60 
2.65 
2.70 
2.75 
2.80 


2.10 


Virginia. 


2.25 
2.40 
2.26 
2.40 
2.40 
2.40 
2.40 
2.40 
2.40 
2.26 
2.20 
2.20 
2.10 
2.10 
2.10 
2.10 
2.10 
2.40 
2.40 
2.40 
2.25 
2.40 
2.40 
2.40 
2.30 
2.25 
2.25 
2.16 
1.96 
1.80 
1.76 
1.70 
L06 
2.26 
2.25 
2.26 
2.25 
2.26 
2.16 
2.10 
1.86 
1.86 
1.80 
1.76 
1.65 
LOO 
1.60 

2.25 
2.25 
2.35 

LOO 
L75 
L85 
1.05 
L05 
L05 

LOO 
2.10 
LOO 
LOO 

2.60 
2.75 
2.80 
2.85 
2.00 
2.05 
3.00 
3.05 
2.10 

Nodiange. 

No  change. 
2^ 


West 
Virginia. 


2.35 
2.00 
2.46 
2.00 
2.80 
2.56 
2.65 
2.00 
2.66 
2.66 
2.66 
2.66 
2.65 
2.61 
2.66 
2.66 
2.65 
2.56 
2.66 
2.56 
2.45 
2.56 
2.56 
2.10 
2.40 

2.  as 

2.66 
2.66 
2.61 

2.6i 

2.66 
2.66 
2.66 
2.35 
2.46 
2.65 
2.66 
2.66 
2.55 
2.66 
2.65 
2.65 
2.65 
2.65 
2.65 
2.66 


2.35 
2.45 
2.75 

i65 
2.65 
2.65 
2.65 
2.56 
2.65 

2.65 
2.65 
2.65 
2.65 

3.10 
3.25 
3.30 
3.35 
3.40 
3.45 
3.50 
3.55 
2.55 
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TXJBSDAY,  JULY  21,  1914. 

Subcommittee  on  Naval  Affairs, 

.    United  States  Senate, 

Washington,  D,  C. 

The  subcommittee  met,  pursuant  to  adjourmnent,  at  10  o^clock 
a.  m. 

Present:  Senators  Nathan  P.  Bryan  (chairman),  William  Alden 
Smith,  and  Miles  Poindexter. 

The  Chairman.  Proceed,  Mr.  .Douglas. 

STATEMENT  OF  MB.  BENJAMIN  L.  DVLANET— Besnmed. 

Mr.  Douglas.  Mr.  Dulaney,  you  had  not  quite  finished  your  state- 
ment with  reference  to  rat«  agreements  at  the  hour  of  adjournment  on 
yesterday.     Have  you  anything  further  to  say  on  that  subject  ? 

Mr,  Dulaney.  The  question  before  the  committee  when  we  ad- 
journed, as  I  understand  it,  was.  Did  the  Tidewater  Bituminous  Traf- 
fic Association  enter  into  any  agreement  ? 

S3nator  Smith  of  Michigan.  Yes;  there  was  some  talk  about  your 
furnishing  the  agreement,  which  looked  to  me  like  a  very  vital  paper. 
H  that  can  be  done,  I  think  it  would  be  very  desirable;  and  I  under- 
stand it  can. 

Mr.  Douglas.  I  will  state  for  the  record  that  what  Mr.  Dulaney 
quoted  from  on  yesterday  was  the  construction  put  upon  these  agree- 
ments by  the  Interstate  Commerce  Commission's  report  to  the  Senate 
of  January,  1907.  That  report  we  will  get  later,  which  I  have  no 
doubt  emoodies  in  full  all  the  agreoments  commented  upon  by  the 
Interstate  Commerce  Commission  and  reported  to  this  body  by  the 
Tillman  Gillespie  Senate  resolution. 

Mr.  RiXEY.  Do  I  understand  you  to  say  that  the  agreement  you 
refer  to  is  in  that  record  ? 

Mr.  Douglas.  It  must  be  in  the  record. 

Mr.  RixEY.  Have  you  seen  it  ? 

Mr.  Douglas.  I  have  not  seen  the  full  report,  but  I  have  the  quo- 
tation from  the  commission's  construction  of  the  agreement.  It  is 
imthinkable  that  the  commisFion  would  undertake  to  report  to  the 
Senate  its  opinion  of  any  agreement,  before  setting  forth  the  agreement 
itself,  and  therefore  I  assume  it  is  there.  We  will  look  for  it  during 
the  adjournment. 

Mr.  Thom.  We  would  like  to  enter  an  objection  to  any  inference 
from  this  agreement.     We  would  like  to  see  the  agreement. 

Mr.  Douglas.  I  have  stated  that  we  intend  to  mvestigate. 

Mr.  Thom.  I  understand  that. 

Mr.  Douglas.  The  record  is  just  as  accessible  to  one  side  as  to  the 
other;  but  we  will  undertake  to  get  it. 

Mr.  Thom.  I  want  to  enter  on  the  record  the  fact  that  we  are  not 
content  with  the  inference. 

The  Chairman.  Have  you  got  the  agreement  to  which  Mr.  Thom 
referred  on  yesterday  ? 

Mr.  Dulaney.  I  have  the  report  of  the  Interstate  Commerce  Com- 
mission and  I  base  all  I  said  on  that  subject  on  that  report,  down  to 
the  year  1907.  From  that  point  we  propose  to  introduce  now,  letters 
showing  that  these  agreements  or  understandings,  or  checks,  are  still 

54245— No.  1—14 4 


50  TBANSPOBTATION   OF  COAL. 

carried  out  to  the  present  day.  The  entire  facts  that  I  undertake  I 
set  up  here  to  the  end  of  January  25,  1907,  are  based  upon  the  repo] 
of  the  Interstate  (Commerce  Commission  up  to  that  date.  That ; 
clear,  is  it  not? 

The  Chairman.  Then,  answering  my  question  directly,  you  hav 
not  a  copy  of  the  agreement  ? 

Mr.  DuLANEY.  Only  except  as  is  shown  in  the  report  of  the  Inter 
state  Commerce  Commission  of  January  25,  1907. 

The  Chairman.  And  you  never  have  seen  the  agreement  itself? 

Mr.  DuLANEY.  I  have  seen  the  part  that  is  set  forth  in  that  report 
■  The  Chairman.  But  the  agreement  itself,  the  orig'mal  paper  itself, 
you  have  never  seen  ? 

Mr.  DuLANEY.  No ;  I  have  not,  sir. 

Mr.  Thom.  Nor  any  copy  of  it  ? 

Mr.  DuLANEY.  Except  as  shown. 

Mr.  Thom.  It  is  not  set  forth  at  all  in  this  report. 

Senator  Poindexter.  I  suggested  yesterday  that  you  get  a  certified 
copy  of  the  record  of  the  Interstate  Oommerce  Commission,  if  there  is 
such  a  record,  and  that  would  save  a  lot  of  time  in  controversy 
You  can  probably  get  it  by  telephoning  to  the  clerk  over  there  tc 
make  it  out. 

Mr.  Douglas.  I  stated  to  Mr.  Thom  that  we  would  get  that,  bul 
we  were  so  busy  last  evening  getting  ready  for  Mr.  Dulaney's  testi- 
mony that  we  did  not  have  time  to  get  the  copy.  Especially  in  vie^ 
of  the  fact  that  there  has  been  no  answer  or  any  denial  of  the  existence 
of  any  such  agreement  here  in  any  way 

Mr.  Thom.  How  could  there  be  any  denial  ?  We  have  had  nc 
opportimity  to  open  our  mouths  on  the  subject. 

Mr.  Douglas.  If  Mr.  Thom  now  states  that  the  Southern  Railwaj 
denies  that  there  is  such  an  agreement  in  existence  we  will  not  asfi 
this  witness  another  question  on  that  subject  until  we  produce  th( 
paper. 

Mr.  Thom.  We  do  deny  that  there  is  any  such  agreement  ir 
existence. 

Mr.  Douglas.  You  mean  that  they  would  not  change  the  rate« 
without  consent  at  all  ? 

Mr.  Thom.  Yes,  sir.    We  deny  that. 

Mr.  Douglas.  Proceed  with  your  testimony,  Mr.Dulaney;  notoi 
the  agreement  itself,  but  as  to  anything  that  took  place  subsequently 
In  other  words,  I  do  not  want  to  ask  you  any  inference  you  would 
draw  or  comment  upon  any  inference  drawn  with  reference  to  thes( 
agreements  by  the  Interstate  Commerce  Commission  until  we  pro- 
duce a  copy  of  the  paper. 

Senator  Smith,  of  Michigan.  Of  course,  this  is  a  stipulation  be 
tween  counsel  and  does  not  bind  the  committee.  We  want  to  knov 
what  you  have  got,  and  when  we  have  seen  it  we  can  make  up  oui 
minds.     Go  ahead  in  your  own  way. 

Mr.  DuLANEY.  I  have  spoken  of  the  two  associations  set  forth  ii 
that  report-^the  Bituminous  Tidewater  Association  and  the  Asso 
ciated  Kailways  of  Virginia  and  the  Carolinas.  It  does  notappea 
that  the  Southern  Railway  was  a  member  of  the  tidewater  associatioi 
but  it  does  appear  that  the  Southern  Railway  and  various  other 
that  I  have  already  named  were  members  of  the  Virginia  and  Care 
Unas  association. 
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Senator  Smith  of  Michigan.  Let  me  understand  right  there- 
This  is  not  a  formal  organization.  It  is  an  association  merely^  and 
liad  no  legal  entity.     You  do  not  claim  that  for  it,  do  you  ? 

Mr.  DuLANEY.  1  do  not  know  that  it  had. 

Senator  Smith  of  Michigan.  They  just  got  together  and  agreed 
upon  something,  so  that  it  is  a  voluntary  association  for  the  purpose; 
01  maintaiiiing  the  status  quo,  I  assume  ? 

Mr.  DuLANEY.  I  am  still  dealing  with  the  report  of  the  commission,, 
and  the  commission  is  probably  in  position  to  define  or  answer  these 
questions.  The  commission  itself  sets  forth,  undoubtedly,  that  these 
associations  existed  and  that  they  operated  as  I  have  stated.  Now^ 
to  the  point:  There  were  two  railroads  that  were  members  of  both^ 
the  Norfolk  &  Western  was  a  member  of  each  of  these  associations, 
referred  to  and  the  Chesapeake  &  Ohio  was  a  member  of  each.  I 
quoted  on  yesterday  what  Mr.  Hobert,  who  represented  the  Norfolk  &. 
Western,  said  when  asked  why  his  company  was  in  both  associations. 
That  is  the  way  I  understood  the  question,  and  his  answer  can  be  read. 

Senator  Smith  of  Michigan.  I  recall  his  answer. 

Mr.  DuLANEY.  The  point  that  I  made  as  an  inference,  you  should 
call  it,  from  the  report  of  the  Interstate  Commerce  Commission,  was 
simply  this:  That  by  that  interlocking  arrangement  the  Norfolk  & 
Western  Railroad  had  the  power  of  making  the  decision  as  to  whether 
a  rate  should  be  lower  anywhere  in  the  South  or  changed  anywhere 
in  the  South.  I  do  not  tnink  anyone  can  read  that  report  and  not 
reach  that  conclusion. 

Mr.  Douglas.  Still  answering  Senator  Smith's  statement,  it  is  true. 
is  it  not,  that  none  of  these  associations  is  incorporated  in  any  local 
sense,  but  they  are  simply  voluntary  associations  ? 

Mr.  DuLANEY.  I  can  not  answer  that. 

Mr.  Douglas.  I  mean  so  far  as  you  know? 

Mr.  DuLANEY.  So  far  as  I  know.  I  also  stated  that  while  the 
Bituminous  Tidewater  Association  seemed  to  have,  and  did  exercise,  the 
power  to  make  rates  and  to  pool  the  tonnage,  the  Associated  Railways 
of  Virginia  and  the  Carolinas  seemed  to  have  only  the  riffht  to  consult 
the  other  railroads.  I  quote  *' consult  the  other  railroads''  from  that 
report.    The  Southern  Railway  Co.  belonged  to  the  latter  association. 

Mr.  Douglas.  Do  you  imderstand,  Mr.  Dulaney,  at  the  time  that 
the  report  of  the  Interstate  Commerce  Commission  was  made,  in  Janu- 
ary, 1907,  that  these  traffic  associations  were  still  in  existence? 

Mr.  Dulaney.  The  Interstate  Commerce  Commission  so  reports. 

Mr.  Thom.  Mr.  Douglas^  I  understand  from  this  report  that  the 
Associated  Railways  of  Virguiia  and  the  Carolinas  did  not  have  as 
members  the  Norfolk  &  Western  and  the  Chesapeake  &  Ohio.  It 
states  on  page  30  a  list  of  the  members  and  leaves  out  the  Norfolk  & 
Western  and  the  Chesapeake  &  Ohio. 

Senator  Smith  of  Michigan.  What  are  you  reading  from  ? 

Mr.  Thom.  From  this  report  that  the  witness  is  talking  about? 

Senator  Smith  of  Michigan.  The  report  of  the  Interstate  Commerce 
Commission  ? 

Mr.  Thom.  The  report  of  the  Interstate  Commerce  Commission, 
and  I  read  from  it: 

The  Associated  Railways  of  Virginia  and  the  Carolinas.  The  date  of  the  organiza- 
tion of  this  association  does  not  appear  in  evidence.  The  members  thereof  were  the 
Atlantic  Coast  Line  Railway,  the  Charleston  &  Western  Carolina  Railway,  the  Sea- 


52  TKANSPOBTATIOF   OP  COAL. 

board  Air  Line  Railway  and  the  Southern  Railway,  and,  according  to  the  minutes  of 
the  association,  the  meetings  had  at  times  been  attended  by  representatives  of  the 
Norfolk  &  Western  Railway  Co.  and  the  Chesapeake  &  Ohio  Railway  Co. 

Mr.  DuLANEY.  I  wish  to  state  that  I  have  not  that  report  here  with 
me,  but  if  you  go  a  Uttle  further  over  it  you  will  find  that  on  the  com- 
mittees appointed  by  the  Virginia  and  Carolinas  Association  appear 
the  representatives  of  the  Norfolk  &  Western  and  the  Chesapeake  & 
Ohio.  I  state  that  as  a  fact  in  that  record  and  will  let  the  record 
stand  for  itself. 

Mr.  Thom.  That  was  on  the  coal  committee  and  there  were  a  gre&t 
many  roads  not  members  of  that  association. 

Mr.  Douglas.  That  is  a  matter  for  cross  examination,  I  submit, 
Mr.  Chairman.  Gro  ahead,  Mr.  Dulaney.  You  were  starting  with 
your  answer  to  the  question  I  asked  you  last  ? 

Mr.  Dulaney.  The  important  agreements  or  understandings,  or 
whatever  they  choose  to  call  them,  had  been  entered  into  and  put 
into  effect  and  practice  long  before  January  25,  1907,  and  w^e  in 
effect  at  that  time  and  it  wifl  be  noted  that  all  that  was  necessary  or 
that  the  men  really  thought  necessary  to  perpetuate  those  agreements 
was  for  the  members  just  to  do  nothine;.  That  is  the  infereiice, 
fairly  drawn — ^just  so  you  do  not  change  the  rate,  we  have  tiie  thing 
fixed.  1 

Senator  Smith  of  Michigan.  Stand  pat  ?  i 

Mr.  Dulaney.  Stand  pat  was  the  idea.  It  does  appear,  too,  thai  ! 
arrangements  were  made  to  maintain  a  statistician  for  the  future,  to  ■ 
furnish  every  railroad  the  amount  of  tidewater  coal  hauled  by  each  : 
railroad,  and  I  understand  that  that  statistician  is  now  located  at  : 
No.  75  Church  Street,  New  York,  and  I  request  that  you  summon  ] 
him  here  to  make  his  report.  i 

The  Chairman.  What  is  his  name.     Do  you  know  his  name  ? 

Mr.  Dulaney.  I  do  not.     Rather,  I  have  forgotten  it  for  the    j 
moment. 

Senator  Poindexter.  I  wish  when  you  have  leisure  you  will  get 
it  and  supply  it. 

Mr.  Douglas.  We  will  supply  the  name.  ' 

IVIr.  Dulaney.  Your  agent  has  it. 

Mr.  Douglas.  Mr.  Wright  has  it. 

Mr.  Dulaney.  It  will  also  be  noticed  from  that  report  that  the 
committee  to  which  the  Southern  Railway  Co.  belongs  had  an  under-    ; 
standing,  or  agreement,  or  check — I  use  all  those  words  as  syn- 
onyms— not  to  reduce  coal  rates  ''without  the  consent  of  the  rail- 
roads  represented  on  said  committee/^  \ 

Afr.  Douglas.  From  what  is  that  a  quotation  ?  ' 

Mr.  Dulaney.  From  the  same  report  of  the  Interstate  Commerce  ] 
Commission,  and  that  both  the  Norfolk  &  Western  Railway  and  the 
Chesapeake  &  Ohio  Railroad  were  represented  on  that  committee— 
I  empnasize  that.  Therefore,  the  Southern  Railway  can  not  reduce 
its  coal  rates  without  the  consent  of  the  Norfolk  &  Western  and  the 
Chesapeake  &  Ohio  Railroads.  I  also  stated  that  the  Norfolk  & 
Western  is  controlled  by  the  PennsylvaDia  Railroad  Co.  In  support 
of  that  I  here  offer  Exhibit  7A  to  my  deposition,  which  is  taken  from 
the  testimony  of  the  president  of  the  Norfolk  &  Western  Railway 
in  a  case  a  short  time  aso, 

(The  document  Exhibit  7 A  is  in  the  words  and  figui*es  following, 
to  wit:) 


TBANSPOBTATION  OP  COAL.  53 

Exhibit  7A. 

V 
BXCERFT  FROM  BRIEF  OF  FRANK  LYON,  ATTORNEY  FOR  INTERSTATE  COMMERCE  COMMIS- 
SION, DOCKET  I.  &  8.  26,  "iN  THE  MATTER  OF  INVESTIGATION  AND  SUSPENSION  OF 
ADVANCES  IN  RATES  FOR  THE  TRANSPORTATION  OF  COAL  BY  THE  CHESAPEAKE  A 
OHIO  RAILWAY  CO.,  BALTIMORE  &  OHIO  RAHROAD  CO.,  AND  THE  NORFOLK  &  WESTERN 
RAILWAY  CO.,  AND  THEIR  CONNECTIONS." 

At  page  403  of  the  record  Mr.  Johnson  testified  concerning  the  ownership  of  Norfolk 
&  Western  stock  by  the  Pennsylvania  lines,  and  in  order  to  correct  slight  errors  made 
iQ  the  course  thereof^  subsequent  to  the  hearing  on  March  30,  1911,  counsel  addressed 
a  letter  to  the  commission  requesting  that  it  be  made  a  part  of  the  record  in  this  case, 
containing  the  following: 

"On  January  14,  1910,  the  Pennsylvania  Bailroad  Co.  made  a  very  considerable 
addition  to  its  holdings  of  the  Norfolk  and  Western  stock,  and  on  that  date  with  its 
affiliated  companies — namely,  the  Pennsylvania  Co.,  the  Northern  Central  Bailroad 
C!o.,  and  the  New  York,  Phikdelphia  &  Norfolk  Bailroad  Co. — held  458,833  shares  out 
of  a  total  of  890,000  shares,  being  51.55  per  cent.  No  change  in  the  holdings  of  the 
companies  named  has  occurred  smce  the  date  mentioned,  but  the  outstanding  stock 
has  been  gradually  increased  through  the  conversion  of  the  convertible  bonds.  The 
companies  named  continued  to  hold  more  than  a  majority  of  the  stock  up  to  June  3, 
1910,  inclusive,  on  which  date  they  held  50.04  per  cent  of  the  total  then  outstanding, 
which  at  that  time  was  916,910  shares.  On  June  4,  1910,  the  outstanding  stock  was 
increased  to  a  total  of  918,150  shares,  and  the  percentage  held  by  the  companies 
named  was  thus  reduced  to  49.97  per  cent.  Since  the  last-mentioned  date  the  com- 
panies named  have  at  no  time  held  a  majority  of  tlie  stock." 

The  same  counsel  also  filed,  subsequent  to  the  hearing,  a  letter  in  which  it  was 
stated  that  on  January  1,  1909,  there  were  roistered  in  the  name  of  Henry  C.  Frick 
60,300  shares  of  stock;  on  January  4. 1910,  50,000  shares;  on  Jime  4, 1910, 1,230  shares; 
and  since  tJiat  time  Mr.  Frick  has  neld  11,530  shares.  The  reports  to  the  Interstate 
Ck>mmerce  Conunission  show  that  Henry  C.  Frick  was  in  1909, 1910,  and  1911  a  director 
of  both  the  Pennsylvania  and  the  Norfolk  <&  Western  Bailroads. 

(The  original  records  from  which  the  above  excerpts  were  made  by  the  attorney 
for  the  commission  will  be  foimd  in  the  files  of  the  Interstate  Commerce  Commission^ 
in  Docket  I.  &  S.  26.) 

It  will  also  be  noted  in  this  connection  that  the  Southern  Railway 
was  not  a  member  of  the  Tidewater  Association  and  that  association 
did  not  apportion  any  part  of  the  tidewater  coal  to  the  Southern  Rail- 
way, and  I  know  it  to  be  a  fact  that  the  Southern  Railway  has  not, 
up  to  the  present  time,  enjoyed  any  of  the  tidewater  business  for 
export,  or  for  what  is  technically  termed  tidewater  shipments. 

m,  Douglas,  Before  you  leave  that  subject  let  us  make  that 
clear.  Do  you  mean  to  state  to  the  committee  that  the  Bituminous 
Tidewater  Association,  in  which  the  Pennsylvania  Railroad  Co.,  the 
New  York  Central,  the  Baltimore  &  Ohio,  the  Chesapeake  &  Ohio, 
and  the  Norfolk  &  "V^eetem  and  the  Beech  Creek  Road  were  associated, 
that  these  railroads  reaching  tidewater  at  the  farthest  point  on  the 
south  at  Norfolk  and  Newport  News,  and  then  north,  undertook  to 
apportion  among  themselves  all  of  the  tidewater  coal  business  going 
to  the  Atlantic  seaboard  ? 

Mr.  DuLANEY.  The  Interstate  Commerce  Commission  report  so 
shows.  • 

Mr.  Douglas.  I  asked  you  if  these  railroads  composing  the  Tide- 
water Association  undertook  to  apportion  among  tnemselves  all  of 
the  tidewater  coal  business  going  to  the  Atlantic  seaboard  ? 

Mr.  DuLANEY.  I  understand  from  the  report  of  the  Interstate 
Commerce  Cominission  of  January  25,  1907,  that  that  was  the  case  at 
that  time. 

Mr.  Douglas.  Have  you  anything  further  to  say  on  that  subject  of 
the  continuance  of  that  agreement  at  this  time — ^1  T[iei«i.xi  ol  \iSv<i's»^ 
agreements  between  the  Tidewater  Association  1 
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Mr.  DuLANET.  As  a  part  of  Elxhibit  5A I  introduced  copies  of  letters 
showing  that  the  raUroads  have  continued  to  meet  and  mc  rates  since 
that  time.  Elxhibit  No.  7,  which  I  now  introduce,  is  in  the  words  and 
figures  following: 

Exhibit  No.  7. 

From  the  minutes  of  this  aasociation,  as  read  into  the  evidence  (p.  2496),  it  appean 
that  a  coal  conmiittee  was  appointed,  and  Mr.  T.  D.  Hobart  te^ifies  (p.  2497)  that: 
^' the  idea  was  that  they  wanted  to  ha^-e  any  road  which  was  making  coal  rates  *  *  *i 
to  those  southern  points  to  have  an  understanding  before  they  would  reduce  a  rate 
to  one  point  on  one  road/'  and  the  suggestion  of  the  appointment  of  a  coal  committee 
■consisting  of  one  representati%'e  from  each  of  the  roads  was  made  at  a  meeting  <m 
August  10,  1905.  This  committee  was  not  to  fix  rates,  but,  before  there  was  any 
change  in  rates,  to  consult  the  other  roads,  and  it  was  appointed  as  the  result  of  the 
following  resolution,  which  was  offered  at  the  above  meeting  (p.  2505): 

^'Recommended,  the  organization  of  a  permanent  coal  committee,  consisting  of 
<me  representative  from  the  Atlantic  Coast  Line,  Charleston  and  Western  Carolma, 
<]hesapeake  and  Ohio,  Louisville  and  Na8h\-iUe,  Norfolk  and  Western,  Seaboard  Air 
line.  Southern  and  Virginia  and  Southwestern  Railways,  with  Mr.  W.  H.  Fitzgerald 
:as  chairman;  the  object  of  this  conmiittee  to  be  the  consideration  of  all  questions 
effecting  bituminous  coal  rates,  both  local  and  competiti^'e,  to  points  in  Associated  ! 
noways'  territory,  including  Wilmington  and  Charleston." 

This  committee  is  still  in  existence,  and  since  that  time  has  had  two  meetings, 
the  last  beingheld  in  New  York  City  on  the  12th  of  October,  1905  (p.  2507),  at  which  \ 
meeting  Mr.  T.  D.  Hobart  testified  that  recommendations  or  resolutions  as  shown  by 
the  minutes  ''merely  confirmed  the  old  understanding." 

There  is  a  clear  conclusion  to  be  drawn  from  the  above  that  there  was  and  is  an 
^agreement  among  the  several  railroads  mentioned  not  to  reduce  coal  rates  without 
<^n8uitation  and,  the  inference  is,  without  the  consent  of  the  railroad  companies 
Tepresented  on  said  committee. 

Mr.  Thom,  In  connection  with  Exhibit  No.  7  I  think  it  ought  to 
l>e  made  clear,  inasmuch  as  the  question  now  before  the  committee 
is  as  to  the  present  existence  of  an  association,  that  the  whole  of 
JEbdiibit  No.  7  is  taken  from  the  report  of  the  commission  made  in 
1907,  and  speaks  as  of  that  time  and  not  of  this  time. 

Mr.  DuLANEY.  That  is  correct. 

The  Chairman,  Exhibit  No.  7  shows  what  it  is.  It  is  an  extract 
from  the  report  by  the  Interstate  Commerce  Commission. 

Mr.  DuLANEY.  Vou  will  recall  on  yesterday  I  introduced  a  letter, 
taken  from  the  Interstate  Commerce  Commission's  record,  which 
liad  been  represented  by  Mr.  Lyon.     You  discussed  that  at  the  time. 

Mr.  RiXEY.  It  was  taken  from  Mr.  Lyon's  brief  and  reported 
•extracts  from  his  brief. 

Senator  Smith  of  Michigan.  At  page  55  you  will  find  in  the  record 
!Mr.  Lyon  says,  "I  was  attorney  for  the  United  States  Interstate 
Commerce  Commission,''  etc.,  and  it  takes  up  that  question. 

Mr.  Lyon.  Mr.  Dulaney,  you  have  referred  this  morning  to  the 
fact  that  there  ^as  a  division  of  the  tonnage  of  the  tidewater  coal. 

Mr.  Dulaney.  Yes. 

Mr.  Lyon.  I  think  you,  no  doubt,  intended  to  introduce  Exhibit  . 
INo.  6,  and  if  the  committee  will  allow  us  at  this  point,  we  will  intro- 
<luce  Exhibit  No.  6  for  the  record. 

.The  Chairman.  Very  well;  you  may  do  so. 

Mr.  Dulaney.  I  now  offer  Exhibit  No.  6,  which  is  in  the  words 
«.nd  figures  following: 
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Exhibit  No.  6. 

Then  follow  the  several  paragraphs  to  which  the  parties  agree.  Paragraph  4  of  said 
agreement  is  as  follows  (p.  107) : 

''Whereas,  the  statistics  show  that  the  bituminous  coal  tonna^  embraced  herein 
will  naturally  divide  itself  as  between  the  several  producing  r  gions  and  as  between 
the  railroad  hnes  parties  thereto,  so  that  the  same  should  be  transported  over  the  rail- 
road lines  of  the  parties  respectively  in  the  following  percentages; 

Per  cent. 

1.  Pennsylvania  Railroad  Company 46. 65 

%  Beech  Creek  Railroad  (New  York  Central  &  Hudson  River  Railroad  Com- 

Sany,  lessee  for  itself  and  connecting  lines) 11. 05 
timore  and  Ohio  Railroad 11. 85 

4.  Chesapeake  and  Ohio  Railway 12. 00 

5.  Norfolk  and  Western  Railroaa 18.45 

"If  any  parties  hereto  shall  not  receive  for  transportation  over  its  lines  an  amoimt 
of  said  bituminous  steam  coal  tonnage  equal  to  its  natural  percentage  of  ti^ie  whole,  as 
above  stated,  then  such  party  shall  be  entitled  to  ask  relief  from  the  commissioner 
and  from  the  committee,  and  the  disparity  between  the  tonnage  so  actually  received 
by  said  party  for  transportation  ana  the  percentage  of  the  whole  of  such  tonnage 
Wnich  it  would  normally  receive,  as  above  stated,  shall  be  suflScient  evidence  that 
tiie  rates,  rules,  and  regulations  of  the  parties  with  reference  to  said  bituminous 
steam  coal  traffic  are  not  properly  and  justly  applied  or  fixed,  or  that  such  rates,  rules, 
and  regulations  are  not  openly  and  fairly  maintained  and  obeyed,  the  commissioner 
and  executive  committee  are  authorized,  and  it  shall  be  their  duty,  to  take  such  steps 
as  will  remedy  the  disparity  in  every  such  case." 

Section  9  in  this  agreement  reads  as  follows: 
.  "It  is  further  mutually  imderstood  and  agreed  that  this  association  shall  take  effect 
April  first,  one  thousand  eight  hundred  and  ninetynsix  (1896),  and  continue  in  force 
mitil  April  first,  one  thousand  eight  hundred  and  ninety-seven  (1897),  and  thereafter 
from  year  to  year  until  some  one  of  the  parties  hereto  shall  withdraw  from  this  associa- 
tion by  giving  notice  in  writing  of  its  withdrawal  at  least  sixty  days  prior  to  April 
first  of  any  year." 

It  is  proper  to  say  that  the  notice  of  withdrawal  provided  for  in  section  9  has  never 
been  given  by  any  of  the  parties  thereto. 

The  association  appointed  a  commiEfsioner,  whose  position  was  afterwards  changed 
to  that  of  statistician,  and  whose  duties  (p.  6)  Were:  "Gathering  the  tidewater  tonnage 
and  making  a  statement  of  it  every  month,  and  sending  that  statement  to  all  roa(&, 
members  of  his  association." 

This  statement  sent  by  the  commissioner  originally  showed  what  amount  and  what 
percentage  of  all  the  tidewater  traffic  moved  each  road  member  of  the  association  was 
entitied  to  by  the  agreement  above  mentioned. 

By  the  minutes  of  this  association  it  will  appear  that  from*the  organization  of  the 
aasociation  down  to  November,  1903,  rates  upon  the  railroads  parties  thereto  were  fixed 
lay  the  joint  vote  of  all  the  members  of  the  association,  and  these  rates  as  fixed  by  such 
joint  action  could  only  be  departed  from  by  a  member  of  the  association  by  violating 
m  agreement  (p.  327). 

About  Noveinber,  1903,  the  form  of  the  action  by  the  association  on  rates  was  changed 
as  appears  in  the  minutes  of  the  association,  and  the  phrase  was  adopted  that,  after 
considerable  discussion,  each  road  "individually"  advise  that  "the  rates  on  coal 
effective  thereafter  would  be  as  set  forth, "  but  upon  being  asked  why  the  change  was 
made  in  the  form  of  announcing  the  action  of  the  association,  Mr.  J.  Gr.  Searles,  of  the 


Pennsylvania  Railroad  Company,  says  (p.  332)  when  asked: 
"Q.  Why  did  you  use  'indiviaually '  there? — j 


Q.  Why  did  you  use  'individually'  there? — ^A.  As  I  said  this  morning,  I  can  not 

tell  exactly  why.    I  think  probably  because  the  words  *a^eed'  or  'resolved'  are 

perhaps  not  quite  as  strong — I  mean  *  individually '  was  not  quite  as  strong.    However, 

the  same  result  was  reached.    I  do  not  see  that  it  would  make  any  dinerence  what 

i^ord  was  used." 

This  association  continued  on  the  same  lines  down  to  the  time  of  this  investigation. 

In  speaking  of  this  association,  Mr.  John  B.  Thayer,  fourth  vice  president  of  the 

^Pennsylvania  Railroad  Company,  says  (p.  1788): 

"In  any  event,- we  can  make  the  most  positive  statement  that  that  association,  so 
far  as  the  enforcement  of  percentages  was  concerned,  or  the  restraint  of  traffic,  in  that 
Way  fell  to  the  ground;  and  it  continued  merely  as  a  statistical  bureau  in  charge  of  a 
Oian  without  power,  but  one  who  is  simply  charged  with  the  duty  of  collecting  and 
tabulating  these  statistics  and  furnishing  them  to  the  several  railroads;  and  so  it 
Bxists  to-day." 
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Mr.  C.  S.  Wight,  of  the  Baltimore  and  Ohio  Raikoad  Comptny.  says  (p.  2009}: 

''We  continued  up  to  the  present  day  simply  as  a  statistical  Dureau,  and  simply 
as  a  rallying  point  for  conferences  as  to  the  advisability  as  to  what  rates  were  to  be 
made  on  tidewater  trafl^.'' 

And  he  further  states  (p.  2012): 

''We  consider  it  absolutely  impcnrtant  that  we  should  know  what  is  going  on  in 
different  sections  of  the  coun^  as  to  coal  traffic." 

The  commission  finds  thst  the  T>ercentages  agreed  upon  as  to  the  traffic  to  be  earned 
by  each  road  were  never  enforcea  as  contemp&ted  bv  the  by-laws  of  the  association, 
but  the  minutes  of  the  association  show  clearly  that  Uiere  has  been  a  joint  agreement 
from,  the  organization  of  this  association  to  the  present  time  between  all  of  the  canien 
parties  thereto,  fixing  the  rates  upon  each  of  the  roads  in  the  transpK)rtation  of  bitumi- 
nous tidewater  coal,  and  this  finding  of  the  commission  covers,  in  its  opinion,  the  real 
purpose  of  the  continued  life  of  the  association  after  the  time  at  which  the  other  pur- 
poses, as  set  forth  in  its  by-laws,  seemed  to  have  been  abandoned. 

Mr,  Douglas.  Mr.  Dulaney,  I  believe  Exhibit  No.  5A  furnishes 
the  evidence  of  the  continuance  of  the  agreement  since  1907. 

Mr.  Dulaney.  Exhibit  No.  5A;  yes. 

Mr.  Douglas.  I  say,  Exhibit  No.  5A  furnishes  the  evidence  you 
want  to  submit  at  this  time  as  to  the  continuance  of  this  under- 
standing, or  agreement,  between  the  raih-oads  ? 

Mr.  Dulaney.  That  is  right. 

Mr.  Douglas.  You  referred  to  Mr.  Baker  and  Mr.  Moi^an  and 
the  interests  of  these  gentlemen  in  the  Southern  Railway  Co.  Have 
you  anything  further  to  state  on  that  subject?  You  spoke  of  the 
matter  in  a  casual,  general  way,  on  yesterday. 

Mr.  Dulaney.  Only  to  emphasize  the  fact  that  thev  had  practi- 
cally no  interest  in  the  Southern  Railway  (  o.,  as  snown  by  the 
reference  given,  Mr.  Baker,  sr.,  not  having  a  share.  I  refer  to 
Mr.  George  F.  Baker,  sr.,  who  has  been  for  many  years  the  trustee 
of  the  stockholders,  and  who  has  had,  with  his  associate,  the  absolute 
power  to  elect  the  board  of  directors. 

Mr.  Douglas.  Who  was  his  associate  ? 

Mr.  Dulaney.  Mr.  Lanier. 

Mr.  Douglas.  After  the  death  of  Mr.  Morgan  ? 

Mr.  Dulaney.  There  are  two  now.  There  were  three  previously, 
when  Mr.  Morgan  was  one,  but,  as  you  know,  he  is  now  dead. 

Mr.  Douglas.  What  eflports,  if  any,  have  you  made  to  get  relief 
from  the  Interstate  Conmierce  Conunission,  with  snecial  reference 
to  the  property  in  which  you  were  interested,  the  Black  Mountain 
field? 

Mr.  Dulaney.  For  the  last  six  years,  I  should  say,  since,  the 
property  was  properly  opened,  we  have  had  cases  before  the  Inter- 
state Conmierce  Commission,  seeking  relief  from  the  conditions 
that  existed.     If  ypu  would  like  a  record  of  those  things,  I  have  that. 

Mr.  Douglas.  We  would  like  to  have  it. 

Mr.  Dulaney.  I  will  introduce  at  this  point  Exhibit  No.  7B  to  my 
deposition. 

(The  document  referred  to  is  in  the  words  and  figures  following:) 

Exhibit  No.  7B. 

St.  Charles,  Va.,  JtUy  14^  1914- 

To  the  honorable  members  of  the  Interstate  Commerce  Commission^  Washingtonj  D,  C. 

Gentlemen:  Your  last  decision,  dated  June  13th,  1914,  investigation  and  suspen- 
sion docket  No.  321,  putting  a  10-cent  differential  against  coal  shipped  from  the  Black 
Mountain  field  ove|:  the  Louisville  &  Nashville  Railroad  appears  to  the  operators  in  our 
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ield  to  complete  the  bottling-up  process  and  virtually  puts  this  field  out  of  business-, 
3ecause  our  lowest  differential  to  any  of  the  territory  wnere  we  should  have  business 
low  ranges  from  10  cents  to  35  cents,  as  follows: 

Gents. 

To  the  northwest,  over  the  L.  &  N.  R.  K.  differential  against  Black  Mountain. .  10 

Through  the  Knoxville  gateway  to  Atlanta  and  southern  points 35 

Through  the  Morristown  gateway  to  the  South  Atlantic  territory 10-25 

Through  the  Norton  gateway  to  the  East  and  tidewater 34 

This  is  the  result  of  some  seven  years  of  litigation  before  yoiu:  honorable  body,  in- 
volving the  following  suils,  to  which  your  special  attention  is  called :  Docket  No.  1381, 
Black  Sfoimtain  Coal  Jjand  Company  (Inc.)  et  al.  v.  Southern  Railway  Company,  et  al. ; 
Docket  No.  2836,  Andy's  Ridge  Coal  Company  et  al.  v.  Southern  Railway  Company 
etal.;  and  the  case  last  decided,  above  referred  to,  being  No.  321,  on  investigation  and 
suspension  docket. 

As  you  know,  we  have  no  other  recourse  and  we  again  appeal  to  you  to  suggest  and 
provide  some  means  of  relie^against  this  unjust  rate  situation. 
We  append  a  diagram  showing  the  blockade  at  every  outlet. 

No  coal  field  in  the  South  could  stand  a  blockade  of  10  cents,  because  that  amount 
represents  the  possible  profits.  As  our  minimum  differential  is  10  cents  and  our 
maximiun  35  cents,  it  snould  require  no  ar^ment  to  convince  you  that  the' coal 
operators  in  the  Black  Moimtain  field  must  c^uit  business  in  that  field  unless  they  have 
relief;  and  we  earnestly  api)eal  to  you  to  give  this  matter  at  least  a  few  minutes  con- 
sideration in  joint  session,  in  order  that  we  may  know  that  every  member  of  your 
honorable  body  is  apprised  of  our  desperate  situation. 
Reepecliully, 

United  Collieries  (Inc.);  Bondurant  Coal  &  Coke  Company;  Black  Moun- 
tain Collieries  (Inc.),  by  C.  W.  Bondurant,  vice  pres.  &  general  mana- 
ger; Darby  Coal  <fe  Coke  Company,  by  C.  H.  Thompson,  vice  pres.  & 
general  manager;  Black  Mountain  Mining  Company,  by  J.  W.  Kelly, 
president;  Old  Virginia  Coal  Company,  by  C.  H.  Thompson,  vice  pres. 
&  general  manager. 

In  connection  with  this  matter  it  is  highly  important,  in  order  to 
illustrate  and  answer  a  question  which  Senator  Smith  very  properly 
asked  on  yesterday,  to  introduce  this  case  as  an  example.  The 
question  involved  was  whether  these  rates,  that  we  are  complaining 
of,  were  not  legal  rates,  rates  fixed  by  the  commission. 

Senator  Smith  of  Michigan.  Within  the  law. 

Mr.  DuLANEY.  Within  the  law.  Now,  if  you  will  permit  me  for  a 
few  moments,  I  want  to  give  you  an  example  from  the  record.  To 
start  with,  this  is  in  regard  to  a  particular,  definite,  concrete  case. 
I  will  start  with  a  one-page  informal  appeal  made  by  the  operators 
on  July  14,  a  few  dajrs  ago,  to  the  Interstate  Commerce  Commission: 

Te  the  honorable  members  of  the  Insterstate  Commerce  Commissiony  Waahingtony  D,  C. 

Gentlemen:  Your  last  decision,  dated  June  13, 1914,  Investigation  and  Suspension 
Docket  No.  321,  putting  a  10  cent  di:fferential  against  coal  shipped  from  the  Black 
Mountain  field  over  the  Louisville  <&  Nashville  Kailroad,  appears  to  the  operators  in 
our  field  to  complete  thebottling  up  process  and  virtually  puts  this  field  out  of  business, 
because  our  lowest  differential  to  any  of  the  territory  where  we  should  have  business 
now  ranges  from  10  cents  to  35  cents. 

Senator  Smith  6i  Michigan.  To  what  territory  ? 

Mr.  DuLANEY.  The  territory  south  of  Knoxville.  Tl)  the  north- 
West,  over  the  L.  &  N.  Railroad,  differential  against  Black  Mountain,^ 
10  cents.  Through  the  Knoxville  gateway  to  Atlanta  and  Southern^ 
points,  35  cents.  Through  the  i£)rrisfown  gateway  to  the  South 
Atlantic  territory,  10  cents  to  25  cents.  Through  the  Norton  gate- 
way to  east  and  tidewater,  34  cents. 

Mr.  Thom.  Differential  over  what  field  ? 

Mr.  DuLANEY.  All  of  the  fields  except  the  one  we  are  in. 

Mr.  Thom.  Not  the  Appalachian  field  ? 

Mr.  DuLANEY.  We  are  part  of  the  Appalachian  fields. 
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Mr  Thom.  I  just  want  to  find  out  what  field  ^ou  are  talking  about. 

Mr.  DuLANEY.  I  will  make  that  explanation,  if  you  will  permit  me, 
in  a  perfectly  consistent  manner.  I  will  continue  the  reacting  of  this 
brief^report: 

This  is  the  result  of  seven  years  of  litigation  before  your  honorable  body,  inydying 
suits  to  which  especial  attention  is  call^: 

Docket  No.  1381,  Black  Mountain  Goal  Land  Company  (Inc.)  et  al.  v.  Southcm 
Railway  Company  et  al. 

Docket  No.  2836,  Andys  Ridge  Coal  Company  et  al.  v.  Soutiiem  Railway  Company 
et  al. 

And  the  case  last  decided,  above  referred  to,  being  No.  321,  on  investigation  and 
suspension  docket. 

As  you  know,  we  have  no  other  recourse,  and  we  again  appeal  to  you  to  suggest  and 
provide  some  means  of  relief  against  this  unjust  rate  situation. 

We  append  a  diagram  showing  the  blockade  at  every  outlet. 

No  coal  field  in  the  South  could  stand  a  blockade  of  10  cents,  because  that  amount 
represents  the  possible  profits.  As  our  minimum  differential  is  10  cents  and  our 
maximum  35  cents,  it  should  require  no  argument  to  convince  you  that  the  coal 
operators  in  the  Black  Mountain  oistrict  must  ^uit  business  in  that  field  unless  they 
have  relief;  and  we  earnestly  appeal  to  you  to  give  this  matter  at  least  a  few  minutee' 
consideration  in  joint  session,  in  order  that  we  may  know  that  every  member  of  youi 
honorable  body  is  apprised  of  our  desperate  situation. 

Senator  Smith  of  Michigan.  When  was  this  differential  effective? 

Mr.  DuLANEY.  D  ring  the  last  six  years.     Ihe  last  is  June  13. 

Senator  Smith  c  f  Michigan.  As  I  understand  you,  it  applies  from 
the  so-called  Black  Mjuntain  district  to  Cumberland  over  the  Louis- 
ville &  Nashville,  aad  to  the  northeast:  then  south  of  Knoxville, 
which  is  part  of  the  S  uthem  i>ystem,  and  M  rristown,  then  through 
Nr  rton  via  the  Nc  rf  Ik  &  Western  to  Newport  News. 

Mr.  DuLANEY.  '^l  hirty-five  miles  away  from  our  mine  the  differen- 
tial becomes  34  cent  . 

Senator  Smith  of  Michigan.  That  differential  operates  to  restrwn 
your  trade  ? 

Mr.  DuLANEY.  I  ha\e  claimed  that  it  operates  to  put  it  out  of 
business. 

Senator  Smith  of  Michigan.  Can  you  tell  us  who  put  that  rate  into 
effect  ? 

Mr.  DuLANEY.  1  hat  i^  what  I  propose  to  do.  About  six  years  ago 
there  was  a  10  cent  l  ifferentiai  again  t  our  field. 

Mr.  ']  hom.  As  re  utod  to  what  field? 

Mr.  DnLANEY.  As  related  to  everything  else  on  the  Southern  Rail- 
way.    The  Southern  Railway  reached  our  property. 

Mr.  Thom.  Do  you  mean  the  Appalachian  neld  ? 

Mr.  DuLANEY.  I  do,  sir.  I  mean  everything,  Cbl.  Thom,  reached 
by  the  Southern  Railway.    • 

Mr.  Douglas.  Including  the  othet  part  of  the  Appalachian? 

Mr.  DiiLAi^Y.  I  mean  everything  reached  by  tlie  Southern  Rail- 
way, every  other  coal  operation  on  the  Southern. 

Mr.  Thom.  Are  you  reierring  to  the  time  now  that  you  put  in  that 
10-cent  differential  when  yom  sold  the  Black  Mountain  Railroad? 

Mr.  DuLANEY.  I  mean,  sir,  I  did  nothing  of  the  kind,  and  I  hope 
I  will  be  permitted  to  give  my  testimony  and  you  may  take  up  your 
cross-examination  later.     May  I  have  that  privilege? 

Senator  Smith  of  Michigan.  I  would  Hke  to  hear  who  put  this  in- 

Mr.  DuLANEY.  I  am  gomg  to  give  it  to  you  and  I  am  sorry  to  give 
it  to  you  in  the  way  I  have  the  facts.  I  have,  however,  to  make  the 
explanation.     We    asked    the    Interstate    Commerce    Commission, 
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about  six  years  ago,  to  relieve  our  field  of  a  lO-cent  diflferential,  and 
a  suit  was  brought  and  it  gave  us  the  reUef  asked.  Immediately 
following  that— I  am  going  to  use  plain  language- a  frame-up  was 
instituted  by  the  Southern  Railway  and  earned  out  through  a  case 
referred  to  nere,  which  is  the  Andys  Ridge  case.  Now,  I  made  a 
serious  statement,  and  as  a  personal  privilege  I  have  a  right  to 
make  good  if  I  can.  I  desire  now  to  offer  Exhibit  7C  to  my  deposi- 
tion, which  is  in  the  words  and  figures  following: 

Exhibit  7C. 

Exhibit  12  sbdws  the  condition  of  the  Black  Mountain  field  now,  after  about  six 
years  of  liti^tion  before  the  Interstate  Commerce  Commission.  The  first  case  before 
t;he  cojnmission  gave  the  Black  Mountain  field  some  relief  by  removing  a  ten  cent  differ- 
ential. Following  that,  as  will  be  seen,  the  Andy*s  Ridge  case  (Knoxville  operators) 
'was  framed  up  or  instigated  by  the  Southern  Railwayj  and  rushed  through  the  com- 
niflsion.  The  result  of  that  suit  put  the  Black  Mountain  field  entirely  out  of  business 
ixi  the  Atlanta  territory  and  in  tnat  part  of  the  South. 

Throwing  light  on  this  subject  I  submit  Supplemental  Exhibit — 

A.  Letter  from  L.  G.,  freight  traflBic  manager  of  the  Southern  Railway,  to  Mr.  Culp, 
of  the  same  railway,  dated  Feb.  5,  1909. 

B.  Telegram  to  W.  W.  Finley,  president  of  the  Southern  Railway,  from  J.  M. 
<Z;ulp,  vice  president,  dated  July  3,  1909. 

C.  Code  message  dated  July  15,  1909,  from  J.  M.  Culp,  vice  president,  to  W.  W. 
^^%ley,  preaidentc 

D.  Reply  of  W.  W.  Finley,  from  Bar  Harbor,  dated  July  16,  1909,  to  J.  M.  Culp, 
"v-ice  TOesident  of  the  Southern  Railway. 

£.  Fmk  telegram  horn.  Birmingham,  Ala.,  dated  July  20,  1909,  from  J.  M.  Culp, 
t^  W.  W.  Finley. 

F.  Pink  telegram,  dated  July  21,  1909,  from  W.  W.  Finley  to  J.  M.  Culp. 

G.  Memorandum  of  interview  between  J.  M.  Culp  and  A.  R.  Smith,  vice  president 
of  the  Louisville  &  Nadiville  Raihoad,  on  July  22,  1909. 

H.  Letter  from  W.  W.  Finley,  president,  dated  July  30,  1909,  to  Mark  W.  Potter, 
chairman  of  the  board  of  directors  of  the  C.  C.  &  0.  Railroad. 

I.  Letter  from  Lewis  M.  G.  Baker,  dated  August  13,  1909,  to  L.  Green,  freight 
tiaflSc  manager  of  the  Southern  Railway,  (Note. — Mr.  Baker  was  the  attorney 
for  the  coal  operators  brinnng  the  complaint  against  the  Southern  Railway.) 

K.  Letter  from  L.  G.  to  Mr.  Culp.  dated  August  23,  1909  (showing  his  complete 
Tinderstanding  with  Mr.  Knapp  as  to  now  t^ie  case  was  to  be  conducted). 

L.  Letter  from  D.  B.  Wentz,  president  of  the  Stonega  Coke  &  Coal  Company,  to  W. 
W.  Finley,  president  of  the  Southern  Railway,  dated  September  30,  1909  (showing 
Wentz 's  attitude  toward  the  Southern  Railway).  Note  that  afterwards  Wentz  at- 
t^ds  the  conference  of  the  Yiiginia  operators  and  helps  to  plan  the  fight  against  the 
attitude  of  the  Ejioxville  coal  operators. 

M.  Memorandum  of  meeting  of  the  Virginia  operators  to  consider  the  case  of  the 
Andys  Ridge  Coal  Company  and  others  against  the  Southern  Railway  (that  being  the 
title  of  the  case  of  the  Knoxville  operators). 

N.  Letter  from  Henry  K.  McHarg,  president  of  the  Virginia  Iron,  Coal  &  Coke  Com- 
pany, dated  December  30, 1909,  to  W.  W.  Finley.  president  of  the  Southern  Railway 
(ahowuig  a  case  of  running  with  the  hounds  and  tiding  with  the  hares). 

O.  Protest  of  E.  K.  Bacnman,  attorney  for  the  Black  Mountaia  Coal  Land  Company 
and  others,  dated  February  9, 1910,  to  C.  A.  Prouty,  Interstate  Commerce  Commission. 

P.  Reply  of  C.  A.  Prouty,  Interstate  Commerce  Commission,  dated  February  17, 
1910. 

Q.  Letter  of  B.  L.  Dulaney  to  Attorney  E,  K.  Bachman,  dated  November  29, 1909, 
showing  clearly  at  the  time  tnat  he  considered  the  Andys  Ridge  case  a  frame-up. 


A. 

Washington,  D.  C,  February  5th,  1909. 
Mr.  Gulp:  Black  Mountain  case. 

Referring  to  Mr.  McHarg^s  letter  to  Mr.  Finley  of  March  let,  I  attach  copy  of  letter 
from  Chairman  Knapp  of  the  3rd  inst.,  inclosing  to  me  copies  of  two  letters  written 
Mr.  Dulaney. 
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The  chairman  has  resifited  very  strong  efforts  on  the  part  of  Dulaney  and  his  aaso- 
ciates  to  have  this  case  reopened  and  further  consideration  ^ven  to  me  application 
of  complainants  for  a  differential  of  15  cents.  Mr.  Dulaney  interviewed  other  mem- 
bers of  the  commission.  Messrs.  Glasgow  and  Bachman,  coimsel  for  complainants, 
and  also  Frank  Wright,  of  Rogers,  Brown  and  Co.,  made  individual  visits  to  the  chair- 
man and  urged  him  to  reopen  the  case. 

Failing  to  get  the  chairman's  assent,  they  then  tried  to  ^t  the  commission  to  isstte 
a  supplementary  order,  which  would  prevent  us  from  increasing  the  differential 
where  it  is  now  less  than  2$  cents,  and  these  efforts  were  supplement^  by  Mr.  Bewley, 
of  the  Bewley-Darst  Coal  Company. 

The  chairman  has  firmly  resisted  all  of  these  efforts.  He  has  advised  witn  me 
freely  in  the  matter  and  kept  me  informed  of  all  that  was  being  done.  Mr.  Dulaney, 
failing  to  get  the  chairman's  consent  .to  reopening  the  case,  filed  a  formal  petition 
for  a  rehearing.  The  chairman  has  had  this  petition  withdrawn,  based  on  advices 
which  I  gave  him  privately  that  we  would  not  observe  the  differential  between  Black 
Mountain  and  Appalachia  mines  to  i)oints  north  of  Morristown,  and  that  we  would 
observe  the  Mornstown  rate  as  maxima  to  intermediate  points,  and  that  we  hsA 
determined  to  make  the  revision  by  reductions  instead  of  advances. 

In  view  of  all  of  this,  it  seems  to  me  that  it  would  be  unwise  for  us  now  to  concede 
the  point  made  by  Mr.  McHarg. 

Furthermore,  if  we  voluntarily  made  a  differential  of  20  cents  as  between  Appa- 
lachia and  Coal  Creek  on  coal  gomg  to  a  portion  of  the  territory,  we  cannot  possibly 
escape  that  figure  as  a  maximum  differential  uniformly  at  Morristown  and  east 
thereof  in  the  Carolina  territory. 

Furthermore,  to  recognize  a  20-cent  differential  will  strengthen  the  position  of 
the  Tennessee  operators  in  antagonism  to  the  commission's  adjustment  and  will 
intensify  the  feelings  of  those  operators  and  of  the  Louisville  &  Nashville  people. 

I  have  said  to  the  chairman  tnat  we  would  not  observe  a  less  differential  than  25 
cents,  V.  &  SW.  group  of  mines  at  Morristown  and  the  territory  affected  by  the 
commission's  orders. 

Certainly,  we  could  not  make  the  differential  V.  &  SW.  mines  over  Coal  Creek 
to  Atlanta  and  other  southeastern  points  less  than  25  cents.  The  disadvantage  in 
distance  between  Appalachia  and  Coal  Creek  at  Morristown  exceeds  90  miles.  To 
Knoxville  and  points  reached  through  Knoxville,  including  Atlanta,  this  disad- 
vantage is  increased  by  84  miles,  and  I  am  strongly  of  the  opinion  that  something 
more  than  25  cents  should  be  applied  as  a  differential  for  that  territory,  even  though 
we  make  it  no  more  than  30  cents,  which  is  the  present  difference  in  the  rate  from 
Coal  Creek  and  ihe  rate  from  Toms  Creek  and  Black  Mountain  to  Atlanta,  and  the 

S resent  differences  in  the  rate  from  Appalachia  and  the  rate  from  Coal  Creek  to 
[aeon,  whereas  Black  Mountain  and  Toms  Creek  to  Macon  are  40  cents  over  Coal 
Creek.  If  we  apply  a  uniform  differential  of  30  cents  from  the  whole  Virginia  & 
Southwestern  field,  we  will  in  no  case  advance  the  Toms  Creek  rate  and  will  only, 
with  respect  to  Atlanta,  advance  the  Appalachia  rate;  so  that,  on  the  whole,  the 
Virginia  &  Southwestern  field  would  gain  a  distinct  advantage  on  the  30-cent  dif- 
ferential, and,  in  my  opinion,  the  cheapness  of  operation  in  that  section  will  enable 
the  miners  on  the  V.  &  SW.  to  easily  market  their  coal. 

If  we  make  the  difference  30  cents,  it  will  enable  us  to  keep  the  C.  C.  &  0.  up  to 
the  same  level. 

If  we  do  not  make  it  30  cents,  we  will  have  difficulty  in  satisfying  the  L.  &  N. 
people  and  the  operators  in  the  Tennessee-Kentucky  fields. 

(Cy.  to  Mr.  Finley.    3-8-09.    C.    J.  M.  C.) 


B. 

[Telegram.] 

Washington,  D.  C,  July  S. 


W.  W.  Finley,  Bar  Harbor y  Me.: 

Your  wire.  I  have  engagements  Hot  Springs  seventh  and  eighth,  but  if  you  thin^ 
necessary  for  me  be  New  York  seventh,  will  endeavor  change  my  meetings  to 
eighth  and  ninth.  We  are  issuing  revised  rates  to  Mississippi  in  accordance  nxy 
advice  to  Harahan. 

J.  M.  CuLP. 
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^1  Washington,  D.  C,  July  15 y  1909. 

^1    W.  W.  FiNLEY,  Bar  Harbor,  Maine. 

^1      Jiwt  from  long  conference  with  Lumped  (Judge)  Participant  (Knapp).    After  full 
diflCMsion  and  consideration,  does  not  feel  inducement  (he)  ought  to  undertake  to 
de($niiine  as  bidding  (arbitrator)  satiety  (relative)  ascetic  (adjustment)  cordage  (coal) 
fhabards  (rates)  from  the  several  improvements  (groups)  of  plauditory  (origin)  into 
Geor^SLf  not  from  any  personal  reasons  or  lack  of  desire  to  be  of  service  in  this  matter. 
Notwithstanding  the  CTanny  (commission)  in  the  eastern  port  cities  compeller  (case) 
acted  as  biddings  (arbitrators),  they  now  feel  uncertain  that  they  ought  to  hereafter 
armhole  (act)  as  biddinsis  (arbitrators).    He  asked  why  not  let  the  Tennessee  pippins 
(operators^  cnristening  (bring)  hardship  (formal)  crochet  (complaint)  of  cordage  (coal) 
mubarde  (rates)  into  Georgia.    I  explained  desirability  of  having  matter  more  speedily 
and  simply  stating  would  seem  to  make  bidder  ranged  (arbitration)  and  bidder  (pre- 
ferable) oy  inkling  (him)  would  to  large  extent  have  the  hallooing  (force)  of  a  lunated 
O'udicial)  does  (decision)  and  be  accepted  by  all,  provided  all  audibly  (agreed)  to  bidden 
(arbitrate).    Inducement  (He)  stated  bidder  (arbitration)  would  not  prevent  subse- 
quent crochet  (complaint)  bein^  made  by  any  pippin  (operator)  or  prevent  cranny 
(commission)  from  liquid  (investigating)  such  crochet  (complaint)  and  does  (decision^ 
might  be  at  variance  with  biddings  (arbitrators)  does  (decision^.    Inducement  (He) 
seen^ed  to  glassy  (fear)  embarrassment  if  a  does  (decision)  shoula  be  followed  bv  some 
aflaentiDgs  (advance)  in  rhubards  (rates),  even  though  there  might  be  rupture  (reduc- 
tions)  of  other  rhubards  Urates).    All  of  which  suggestions  and  others  I  discussed  with 
inkling  (him^,  filthy  (endeavoring)  to'profligately  Ypersuade)  inkling  (him)  to  annhole 
(act)  as  bidding  (arbitrator)  if  season  (requestecQ  by  all  interests.    Inducement  (He) 
nDailv  becloud  (announced)  he  did  not  feel  inducement  Hie)  ought  to  consent  to  arm- 
hole  (act).    I  had  expected  to  go  to  Knoxville  to-night,  tnence  to  Birmingham,  Boyd 
having  advised  can  see  me  either  Friday  or  Saturday.    Have  not  heard  from  Allen. 
Lumped  (Judge)  Participant  (Knapp)  having  domain  (declined)  to  annhole  (act)  as 
bidding  (arbitrator),  please  advise  if  you  think  I  should  suggest  to  Cordage  (Coal)  dir^e 
(Oeek)  and  aimless  (Bgham)  pippins  (operators)  that  they  christening  (bring)  hardship 
^formal)  crochet  (complaint)  as  to  rhubards  (rates)  into  Geo^ia,  including  C.  C.  and 
C.  showed  (road) .    After  hearing  from  you,  will  arrange  to  be  Knoxville  Monday  morn- 
ing.    Your  oflBice  mailed  you  yesterday  suggested  replies  to  Boyd  and  Allen. 

J.  M.  CuLP. 


D. 

Bab  Habbob,  July  16,  1909. 
J.  M.  CuLP, 

Vice  President  Southern  Railway,  Washington,  D.  C: 

Your  cipher  telegram  received.  In  discussing  this  matter  with  Messrs.  Walters, 
Emerson,  and  Hamilton  in  New  York  fourteenth  instant,  when  I  outlined  what  I  was 
trying  to  accomplish,  Hamilton  suggested  that  if  Lumped  (Judge)  Participant  (Knapp) 
should  serve  as  an  arbitrator  it  would  disqualify  him  m  the  event  of  a  complaint  being 
made  subsequently  to  Interstate  Commerce  Commission,  which  he  thought  might  be 
unfortunate  in  view  of  Lumped  (Judge)  Participant  (Knapp)  judicial  temperament. 
Bmerson  seemed  to  think  the  better  way  is  to  induce  the  operators  to  bring  formal  com- 
plaint. I  note  now  that  Lumped  (Judge)  Participant  (Knapp J  declines  to  act  as 
arbitrator,  and  I  suggest  your  discussing  with  the  Coal  Creek  and  Birmingham 
operators,  in  connection  with  their  communications  to  me,  their  bringing  formal  com- 
plaint as  to  rates  into  Georgia,  unless  in  your  discussion  with  these  operators  some 
feasible  plan  of  arbitration  is  su^ested.    If  anything  in  this  connection  develops 

{>lea8e  adVise  me.    At  the  proper  time  other  interested  initial  roads  should  know  of  the 
inee  along  which  we  are  working  and  the  reasons  controlling  us  in  the  matter. 

W.   W.    FINJ.BY. 
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E. 

[Pink  telegram.] 

(Presideiit'8  office,  Washington,  D.  G.    Received  July  21, 1909.) 

SouTHBRN  Railway  Company, 

Birmingham^  Ala,^  Jviff  tO. 
W.  W.  Finlby: 

At  close  of  conference  Enoxville  coal  committee  yesterday,  they  advised  would 
bring  complaint  before  Interstate  Commerce  Commission  for  increased  differential 
under  soutnwest  Virginia  mines,  including  C,  C.  A  0.  mines.  Some  of  the  committee 
want  fifty  cent  differential.  Others  seventy.  From  subsequent  conversation  with 
Chairman  Boyd,  learned  he  will  insist  upon  claiming  only  fifty  cent  differential. 
General  Freight  Aeent  Miller  wires  to-day  Boyd  has  arranged  majority  L.  A  N.  opera- 
tors to  join  in  complaint .  In  conference  here  to-day  with  Allen  explidned  whole  situa- 
tion, and  he  feels  that  proper  course  is  for  Alabama  oprators  to  make  complaint  flto. 
chiefly  against  the  existing  differential,  as  between  southwest  Virginia  mines  ana 
Alabama  mines,  but  perhaps  against  some  of  the  differentials  existing  as  between 
Alabama  and  Coal  Creek.  Owing  to  meeting  of  terminal  executive  committee  could 
not  see  McCormick  this  a.  m.,  who  asked  Allen  to  confer  with  me.  Allen  will  confer 
with  McCormich  to-day  if  possible,  and  advise  definitely  course  of  the  Ala.  operators. 
I  expect  to  see  McCormick  this  aH^emoon  or  to-morrow.  Neither  Tenn.  or  Alabama 
operators  will  ask  for  any  reduction  in  ^tes,  simply  for  any  increase  in  the  differentials 
leaving  adjustment  of  rates  in  case  they  obtain  favorable  decision  with  the  railroads. 
So  far  conferences  reasonably  satisfactory.  Do  you  think  now  is  proper  time  for  me  to 
arrange  conference  with  Vice  President  Smith  of  L.  A  N .,  so  as  to  prevent  any  reduction 
from  Tenn.  mines  on  L.  A  N.  in  advance  of  determination  of  the  of  the  differentials? 
If  so,  will  arrange  meeting  at  once.  Will  remain  here  until  four  p.  m.  to-morrow 
afternoon  at  the  earliest. 

J.  M.  CuLP. 

F. 

[Pink  telegram.] 

Southern  Railway  Company, 

Washington,  July  tl,  1909. 
J.  M.  CuLP,  Birmingham,  Ala.: 

Your  telegram.  I  think  now  is  proper  time  for  you  to  arrange  for  early  conference 
with  Vice  Presiden  Smith  of  L.  A  N.,  so  as  to  prevent  reduction  from  Tennessee 
mines  on  L.  A  N.  in  advance  of  determination  of  differentials. 

W.  W.  Finlby. 


1  Memorandum  of  interview  with  Vice  President  A.  R.  Smith,  of  the  L.  &  N.  R.  R.,  in  Louisville,  July  22, 
1909,  regarding  adjustment  of  coal  rates  between  Coal  Creek  and  Windrock,  Tenn.,  on  the  one  nkod, 
and  C,  C.  <b  O.  and  V.  <b  S.  W.  to  points  in  Georgia,  on  the  other  hand.] 

G. 

(President's  office,  Washington,  D.  C.    Received  July  26,  1909.) 

Washington,  D.  C,  July  2S,  1909. 

Mr.  Smith  read  reports  from  his  agents  showing  the  extent  to  which  the  V.  &  S.  W. 
mines  were  controlling  the  supply  of  the  coal  trade  at  Atlanta  and  Macon,  and  em- 
phasized the  necessity  of  something  being  done  speedily  to  enable  operators  on  the 
L.  &  N.  between  Knoxville  and  Jellico  to  participate  and  to  a  more  equitable  extent 
in  the  coal  traffic  to  points  in  Georgia. 

I  then,  at  some  length,  detailed  my  conferences  with  coal  operators  at  Knoxville 
on  Monday,  July  19,  and  with  the  Alabama  operators,  Mr.  I.E.  McCormick  and  J.  V. 
Allen,  president  and  secretary-treasurer,  respectively,  of  the  Alabama  Coal  Operators' 
Association,  at  Birmingham,  July  20  and  21,  looking  to  having  this  question  of  differ- 
entials settled  by  complaint  being  brought  by  the  coal  operators  before  the  Interstate 
Commerce  Commission,  suggesting  to  him  that  his  line  ought  to  agree,  as  the  most 
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speedy,  satisfcictory,  and  permanent  way,  under  all  the  circumstances,  for  a  disposi- 
tion of  this  delicate  matter  of  differentials. 

He  felt,  however,  that  the  L.  &  N.  ought  not  to  willingly  become  a  party  to  the 
proceedings;  that  if  the  Interstate  Commerce  Commission  should  fix  a  differential  as 
between  Tennessee  and  Virginia  40  or  50  or  60  cents  per  ton,  it  would  be  satisfactory  to 
the  L.  &  N.  R.  R.,  but  if  it  should  fix  the  differential  at  25  cents  or  20  cents  it  would  not 
be  satisfactory,  and  the  L.  &  N.  would  not  want  to  be  bound  by  a  decision  of  the  com- 
mission for  a  period  of  two  years,  but  would  want  to  be  free  to  teke  such  steps  as  might 
be  necessary  and  fix  a  differential  that  might  be  proper. 

However,  based  upon  my  expression  of  belief  that  a  hearing  would  be  secured 
before  the  commission  by  the  Tennessee  coal  operators  in  August,  Mr.  SmiUi  will  not, 
pending  such  hearing,  if  it  can  be  had  in  early  August,  undertake  to  reduce  the  rates 
nom  mmee  on  his  line  If  he  should  undertake  to  reduce  the  rates  now,  it  could 
not  be  accomplished  before  35  or  40  days,  and  if  a  hearing  can  be  had  before  the 
commission  and  a  decision  speedily  reached,  the  commission  would  no  doubt  author- 
ize readjustment  of  the  rates  in  accordance  with  its  decision  as  to  differentials  on  a 
short  notice,  say  three  days. 

Mr.  Smith  expressed  the  view  later  in  the  day  over  the  telephone  that,  while  he 
confirmed  what  he  had  said  earlier  in  the  dajyr  as  to  the  position  of  the  L.  &  N.,  he 
felt,  however,  that  the  operators  on  the  L.  <&  N.  should  join  with  the  operators  on 
the  Southern  Railway  in  Tennessee  in  the  complaint.  I  pointed  out  to  him  that  a 
complaint  by  the  operators  on  the  L.  &  N.  would  necessarily  include  the  L.  <fe  N.  R.  R. 
aflLa  defendant,  to  which  he  assented,  but  would  probably  ask  that  the  complaint 
against  the  L.  &  N.  should  be  dismissed,  since  the  L.  &  N.  did  not  fix  the  rates  from 
C.  0.  &  O.  mines  or  from  V.  &  S.  W.  mines  to  points  in  Georgia,  and  that  it  was  quite 
willing  for  a  differential  between  the  Virginia  and  the  Tennessee  mines  to  points  in 
Geoigia  to  be  increased  to  a  reasonable  extent.  Under  all  the  circumstances,  this  is 
probably  the  most  the  L.  &  N.  could  be  induced  to  assent  to. 

J.  M.  0. 

H. 

(Copy  to  Mr.  Walters,  with  copy  Mr.  Potter's  letter.    W.  W.  F.) 

New  York,  July  SOy  1909, 
Mr.  Mark  W.  Potter, 

Chairman  of  the  Boards  C,  C.  ds  0,  Ry.,  24  Broad  St.  j  New  York  City. 

Mt  Dear  Mr.  Potter:  Your  letter  of  the  26th  instant  was  duly  received.  I  had 
the  pleasure  of  seeing  you  en  the  27th  instant,  when  I  explained  to  you  that  the  pro- 
posed action  of  the  Tennessee  operators  in  filing  complaint  with  the  Interstate  Com- 
merce Commission  is  not  unfriendly,  but  is  being  taken  for  the  purpose  of  securing  a 
judicial  inquiry  into  the  matter  oi  differentials  to  Carolina  and  Georgia  territories. 
The  complaint  will  involve  the  matter  of  differentials  and  not  directly  the  matter  of 
rates.  Tne  rates  will  be  determined  by  the  interested  railroads  on  the  establishment 
of  the  differentials. 

That  the  matter  will  take  this  course  is  best  for  all  the  interests  involved,  and  I  am 
glad  that  you  concurred  in  this  view  of  the  matter. 

I  am  not  unmindful  of  the  suggestion  you  made  to  me  in  our  conference  that  some 
arrangement  shall  be  made  by  which  coal  from  mines  on  the  Virginia  &  Southwestern 
shall  be  moved  under  a  joint  arrangement  over  Virginia  &  Southwestern  and  Clinch- 
field  rails.  I  have  been  considering  this,  but  have  not  been  able  so  far  to  see  how  this 
can  be  done  with  fair  regard  for  all  the  property  interests  involved. 
Yours,  very  truly, 

W.  W.  Finley,  President, 

(Copy  to  Mr.  Emerson,  Mr.  Johnson,  with  copy  Mr.  Potter's  letter.) 
(Copy  to  J.  M.  0.  F.  H.,  with  copy  Mr.  Potter's  letter.    W.  W.  F.) 
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(President's  office,  Washington,  D.  C.     Received  Aug.  16,  1909.) 

[Webb  and  Baker,  attorneys  and  solicitors.] 

Knoxvillb,  Tbnn  ,  Aiigtutt  IS,  1909^ 
Mr.  L.  Green, 

F.  T.  M.  Sou.  Ry.  Co.,  Washington,  D.  C. 

My  Dear  Sir:  I  herewith  enclose  you  copy  of  the  petition  we  are  this  day  fili^' 
with  the  Interstate  Commerce  Commission,  as  I  agreed  to  do  when  I  left  you  in  Wa^U 
ington. 

I  hope  that,  although  we  could  not  see  our  way  clear  to  bring  this  suit  exactly  as  tfcJ 
Southern  Railway  Company  people  desired,  you  will  see  that  we  have  no  desire  "^ 
reduce  your  revenue,  and  will  feel  that  what  we  are  asking  is  reasonable  and  that  yi^ 
need  not  fight  us. 

Very  truly,  yours, 

Lewis  M.  G.  Baksti. 

(Copy  to  Mr.  Finley,  with  copy  of  petition  referred  to  above.    J.  M.  C.    8-14-00.     O 


K. 

Wabhingto;n,  Augtist  US,  1909. 

Mr.  Culp:  The  commission  has  returned  the  complaint  of  the  Tennessee  operatofs 
to  Messrs.  Webb  and  Baker,  counsel  for  complainants,  directing  amendment  tberetOi 
naming  certain  delivering  carriers  as  defendants  in  addition  to  the  Southern  Railway. 
The  letter  returning  the  complaint  was  not  shaped  upon  lines  indicated  by  Chainnan 
Knapp,  whom  I  interviewed  on  Saturday. 

Mr.  Knapp  directed  Chief  Examiner  Lamb  to  require  such  changes  in  this  com- 
plaint as  we  might  suggest,  and  I  have,  therefore,  given  Mr.  Lamb  a  memorandum 
which  will  probably  lead  him  to  ask  the  complainants  to  make  the  Virginia  and  South- 
western Railway,  CaroUna,  Clinchfield  &  Ohio  Railway,  Louisville  &  Nashville  Rail- 
road, Seaboard  Air  Line  Railway,  and  perhaps  others,  parties  to  the  complaint. 

Pending  further  developments,  I  am  withholding  the  preparation  of  our  answer. 

L.  G. 


(s  24th:  Cy.  to.  Mr.  Finley:  Please  note.    J.  M.  C.     8  24,  09.) 
(President's  office,  Washington,  D.  C.     Re 


Received  Aug.  24,  1909.) 


L. 

(President's  office,  Washington,  D.  C.    Received  Oct.  1,  1909.) 

[Stonega  Coke  and  CJoal  Company,  1726-1727  Land  Title  Building,  Philadelphia,  Pa.] 

Please  refer  to  file  1260. 

September  30,  1909. 
Mr.  W.  W.  Finley, 

President  Southern  Railway  Company, 

1300  Pennsylvania  Ave.,  Washington,  D.  C. 

My  Dear  Mr.  Finley:  Some  of  the  interests  which  ship  coal  via  your  line  to  mar- 
kets in  the  Carolinas  and  Georgia  have  approached  me  relative  taking  joint  action 
in  petitioning  the  Interstate  Commerce  Commission  to  permit  us  to  become  a  party 
to  the  proceedings  instituted  against  the  Southern  Railway  Company  by  the  Coal 
Creek  operators.     I  have  delayed  taking  any  action  until  I  could  see  you. 

Should  you  care  to  discuss  the  question  with  me,  I  will  be  glad  to  meet  you  in 
Washington  any  day  in  the  near  future  you  may  suggest,  except  Monday,  October  4, 
and  Wednesday,  October  6.     I  could  meet  you  in  New  York  if  you  prefer. 
Very  truly,  yours, 

D.  B.  Wentz,  President. 
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M. 

Memorandum  as  to  meeting  of  committee  to  consider  the  case  of  Andys  Ridge  Goal 
Company  and  others  V8.  Southern  Railway  Company  and  others,  held  at  the 
office  of  William  A.  Glasgow,  jr.,  415  Real  Eitate  Trust  Building,  Philadelphia,  on 
Wednesday,  December  29, 1909. 

Present:  Messrs.  C.  P.  Perrin,  3  Rector  St.,  New  York  City;  D.  D.  Hull,  jr.,  Roa- 
noke, Virginia;  Henry  K.  McHarg,  40  Wall  St.,  New  York  City;  J.  L.  Kemmerer, 
143  Liberty  St.,  New  York  City;  D.  B.  Wentz,  Land  Title  Building,  Philadelphia; 
and  William  A.  Glasgow,  jr. 

The  committee  determined  as  follows: 

(1)  That  Mr.  F.  E.  Dewey j  of  Hopkinton,  Mass.,  be  employed  to  work  up  the 
materials  necessary  to  present  m  the  above  case,  and  that  he  proceed  under  the  oirec- 
tion  of  counsel,  and  that  Mr.  C.  P.  Perrin  arrange  with  him  for  the  work. 

(2)  That  William  A.  Glasgow,  jr.,  write  to  counsel  for  com|)lainant8  asking  per- 
mission for  Mr.  Dewey  and  his  assistants  to  examine  the  physical  condition  of  the 
mines  of  the  complainants. 

(3)  That  Mr.  Dewey  make  arrangements  with  Mr.  D.  B.  Wentz  for  Mr.  Reeder  to 
accompany  him  on  the  examination  of  the  mines,  with  such  assistants  as  Mr.  Reeder 
may  select. 

(4)  That  the  expenses  incident  to  preparation  of  the  case  be  divided  in  accordance 
with  the  contracts  heretofore  entered  mto. 

(5)  That  the  policy  of  this  committee  is  not  to  ask  for  through  routes  and  joint  rates 
between  carriers. 

(6)  That  the  differentials  on  coal  moving  tJhrough  Morristown,  Tenn.,  now  in  effect 
between  Coal  Creek,  Jellico,  Middlesboro,  and  the  Virginia  fields  should  be  abolished, 
and  tiiat  Clindifield  be  put  on  the  same  rate  basis  on  coal  moving  through  Johnson 
City. 

(7)  That  the  present  differentials  on  coal  moving  through *Knoxville  from  the  fields 
above  mentioned  should  be  maintained. 


N. 

[Henry  K.  McHarg,  40  Wall  Street,  New  York.] 

December  30,  1909. 
W.  W.  Ftnley,  Esq., 

President  the  Southern  Railroad^  Washington,  D,  C. 

My  Deab  Mr.  Finley:  I  made  a  special  point  to  get  to  the  meeting  in  Philadel- 
phia yesterday,  fearing  that  something  might  be  done  which  would  hurt  the  interests 
of  the  V.  &  S.  W.  and  indirectly  the  Souuiem  Railway,  and  I  found  Mr.  Kemmerer, 
who  I  believe  is  a  son-in-law  of  Mr.  Norman  B.  Ream's,  proposed  at  first  that  we 
should  ask  joint  rates  over  the  V.  &  S.  W.  from  Speers  Ferry  via  the  Clinchfield  at 
that  point.  I  do  not  think  any  of  the  other  people  present  at  the  conference  were 
really  in  sympathy  with  this  move  and  I  distinctly  stated  that  I  would  have  nothing 
to  do  with  the  case  before  the  Interstate  Conamerce  Commission  if  we  were  going  to 
go  into  the  railroad  rates  either  by  the  N.  &  W.,  the  Southern  Clinchfield  or  me  V.  & 
0.  W.,  and  so  we  went  alon^  pleasantly  and  authorized  an  expert  man  to  examine 
both  the  Coal  Creek  properties  and  our  p  operties  too,  if  possible,  contradict  their 
contention  that  our  mining  cost  was  less,  and  if  I  had  not  been  so  many  times  in  the 
past  mistaken  in  the  results  of  law  suits  and  judges'  decisions  I  should  think  it  ex- 
tremely improbable  that  the  Coal  Creek  operators  would  accomplish  anything  in  their 
contention. 

We  made  a  memorandum  at  the  meeting,  just  govern  our  action  in  the  matter,  a 
copy  of  which  I  have  had  made  and  enclose  it  nerewith  for  your  information.  I 
thmk  you  will  note  that  there  is  nothing  in  the  memorandum  that  hurts  the  V.  & 
8.  W.'s  interests  nor  those  of  the  Southern. 

I  want  to  say  in  conclusion  that  both  Mr.  Wentz  and  Mr.  Perrin  expressed  them- 
selves as  having  a  desire  to  do  everything  that  they  could  in  favor  of  the  Soutliem 
and  V.  &  S.  W.  roads. 

With  kindest  regards,  very  truly,  yours, 

Henry  K.  Mc^ABO. 
54245— No.  1—3 
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O. 

100  Docket  No.  3836. 

Fbbrtjart  9, 1910. 
Hon.  O.  A.  PROtJTY, 

Interstate  Commerce  Commission,  Washington,  D,  C, 

My  ear  Sir:  Andys  Ridge  Coal  Go.  et  al.  v.  Southern  Railway  Go.  et  al.: 
;  At  a  meeting  of  certain  of  the  intervenors  in  this  case  and  their  counsel,  held  in  the 
city  of  Philadelphia  on  the  29th  of  December,  1909,  it  was  decided,  as  I  am  informed, 
that  it  would  be  the  policy  of  such  of  the  intervenors  as  were  represented  in  the  meet- 
ing, ''not  to  ask  for  through  rates  and  joint  rates  between  the  carriers.''  1  am'  further 
advised  that  this  action  was  taken  after  Mr.  Henry  E.  McHaig,  who  was  present  in 
person  and  also  represented  by  counsel,  had  conferred,  by  long-distance  telephone, 
with  the  officials  of  the  Southern  Railway  in  Washington. 

M>  cUent,  the  Black  Mountain  Goal  Land  Gompany,  one  of  the  interveners,  was 
riot  represented  in  the  meeting,  either  by  counsel  or  any  of  its  officers,  and  I  write  now 
to  advise  that  the  Black  Mountain  Gompany  reserves  the  right,  on  the  hearing  and 
argument  of  the  case,  to  ask  for  the  establishment  of  throu^  routes  and  joint  ratee 
between  the  carriers,  to  which,  on  what  we  conceive  to  be  the  proper  Adjustment,  we 
ajre  clearly  entitled. 
Very  truly, 

£.  K.  Bachman. 

(Copy  Black  Mountain  Goal  Land  Go.,  B.  L.  Dulaney,  F.  G.  Wright,  J.  F.  Bullitt, 
Wm.  A.  Gla^ow,  jr.,  D.  D.  Hull,  jr.) 


P. 

February  17,  1910. 
Mr.  E.  K.  Bachman, 

Citizens'*  Bank  of  Bristol  Building^  Bristol,  Tenn. 

Dear  Sir:  Yours  of  February  9,  in  reference  to  Andys  Ridge  Goal  Co.  et  al.  ti. 
Southern  Railway  Co.  et  al.,  has  been  received.  It  would  seem  to  me  evident  ttot 
you  could  not  be  concluded  by  any  agreement  or  imderstandlng  which  your  com- 
petitors might  see  fit  to  make.  I  hardly  see  how  the  question  of  through  rates  can 
oe  raised  upon  the  proceeding  above  referred  to  as  it  now  stands,  but  some  phase 
of  that  case  may  have  escaped  my  notice. 
I  hope  to  see  you  here  upon  the  argument. 
Truly,  yours, 

G.  A.  pROtJTY,  Commissioner. 


I. 


November  29,  1909. 


Dear  Ed:  Your  special  letter  of  28th  received. 

Two  things  I  impressed  upon  you  before  I  left;  one  was  to  request  the  I.  G.  G.  to 
make  the  Middlesboro  operators  parties;  and  the  other  was  that  our  company  would 
not  take  the  leadership  and  that  it  would  not  pay  any  part  of  lawyers'  fees  outside  of 
its  own  attorney  unless  Wentz  and  Keokee  will  stand  for  and  pay  their  proportion  of 
all  costs  of  the  former  case  before  the  I.  C.  G. 

I  think  it  would  be  best  for  the  operators  not  to  be  governed  altogether  by  the 
attorneys  for  So.  R.  The  So.  Ry.  may  want  something  that  would  not  suit  us  at  all 
and  I  feel  sure  that  one  of  their  lawyers  should  not  be  trusted  too  far.  If  the  lawyers 
of  the  railroad  are  to  dictate  the  plan  of  the  defense  I  have  no  confidence  in  the  matter. 
The  language  of  the  notice  suggests  this  tliought,  though  it  may  not  be  its  intention. 

Your  position  as  to  emj)loyin^  Glasgow  should  not  be  that  you  have  nothing  to  do 
with  that,  but  that  your  client  will  not  participate  except  on  the  conditions  mentioned. 

I  hear  that  Wentz  is  telling  it  around  that  I  am  evading  the  question  of  employing 
Glasgow.    This  is  not  true. 

I  again  call  your  attention  to  the  suspicion  that  the  So.  Ry.  may  exercise  politics 
and  try  to  use  the  coal  company  to  **pull  the  chestnut  out  of  the  nre.'*  Don  t  over- 
look the  fact  that  it  has  been  charged  that  many  of  So.  Ry.  officials  are  financially 
interested  in  this  Goal  Creek  and  Middlesboro  field. 

Yours,  •        . 

B.  L.  Dulaney. 
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Exhibit  7B  shows  the  condition  of  the  Black  Mountain  field  now 
after  about  six  years  of  litigation  before  the  interstate  Commerce 
Commission.  The  first  case  before  the  commission  ^ave  the  Black 
Mountain  field  some  relief  by  removing  a  10  cent  differential.  Just 
here  I  want  to  say  that  it  appears  on  the  record  of  six  years  ago  that 
you,  Mr.  Thorn,  reported  that  the  Southern  Railway  was  interested  in 
the  stock  of  the  Coal  Creek  Co.  I  do  not  know  whether  it  is  still  true, 
and  I  do  not  want  to  state  it  as  a  fact  unless  it  is  true. 

Mr.  Thom.  You  mean  that  I  reported  ?  You  mean  somebody  else 
and  not  me  personally. 

Mr.  DuLANEY.  I  think  the  letter  is  over  your  signature. 

Mr.  Thom.  I  do  not  know  anything  about  what  the  present  status 
is.  I  do  not  think  we  have  any  interast  in  the  (^oal  Creek  Co.,  but  1 
will  ascertain  and  report  to  the  committee.  I  would  like  to  see  that 
letter,  for  I  do  not  like  these  indefinite  references. 

Mr.  DuLANEY.  Following  that,  as  will  be  seen,  the  Andys  Ridge 
case  (Knoxville  operators)  was  framed  up  or  instigated  by  the  South- 
ern Railway  and  rushed  through  the  commission.  The  result  of  that 
suit  put  the  Black  Mountain  field  entirely  out  of  business  in  the 
Atlanta  territory  and  in  that  part  of  the  South.  I  shall  now  do  the 
unpleasant  thing,  for  heretofore  J  have  made  no  accusation  against 
the  ofiScials  of  the  Southern  Railway  Co.,  and  you  gentlemen  will 
recall  that  in  my  former  statement  T  refrained  from  making  any  such 
statements. 

I  have  a  copy  of  a  letter  from  Mr.  L.  G.  to  Mr.  Culp. 

Mr.  Douglas.  Who  is  L.  G.  ? 

Mr.  DuLANEY.  L.  G.  is  Mr.  Lincoln  Green,  the  traffic  manager  of 
the  Southern  Railway.  The  subject  is  '^The  Black  Mountain  case" 
and  I  wiU  read  the  record,  dated  February  5, 1909.  I  would  like  for 
the  committee  now  to  have  a  copy  of  this  paper  that  I  am  reading 
from,  which  is  marked  *'7C : 

Referring  to  Mr.  McHarg's  letter  to  Mr.  Finley  of  March  1.  I  attach  copy  of  letter 
from  Chairman  Knapp  of  the  3d  instant,  inclosing  to  me  copies  of  two  letters  written 
Mr.  Dulaney. 

The  chairman  has  resisted  very  strong  efforts  on  the  part  of  Dulanev  and  his  asso- 
ciates to  have  this  case  reopened  and  further  consideration  given  to  the  application 
of  complainant  for  a  differential  of  15  cents.  Mr.  Dulaney  interviewed  other  members 
of  the  commission.  Messrs.  Glasgow  and  Bachman,  counsel  for  complainants,  and 
also  Frank  Wright,  of  Rogers,  Brown  &  Co.,  made  individual  visits  to  the  chairman 
and  urged  him  to  reopen  the  case.  The  chairman  has  firmly  resisted  all  of  these 
efforts.  He  has  advised  with  me  freely  in  the  matter  and  kept  me  informed  of  all 
that  was  being  done.  Mr.  Dulaney  failing  to  get  the  chairman's  consent  to  reoi)en 
the  case,  filed  a  formal  petition  for  a  rehearing.  The  chairman  has  had  this  petition 
withdrawn,  based  on  advices  which  I  gave  him  privately. 

Mr.  Thom.  Ycu  have  not  fiaished  that.     You  left  oflf  with  half  of 
the  sentence  read. 
Mr.  Dulaney.  I  will  read  the  whole  business : 

that  we  would  not  observe  the  differential  between  Black  Mountain  and  Appalachia 
mines  to  points  north  of  Morristown,  and  that  we  would  observe  the  Morristown  rates 
as  maxima  to  intermediate  points,  and  that  we  had  determined  to  make  the  revision 
by  reductions  instead  of  advances. 

I  do  not  feel  able  to  read  this  entirely  through.  I  am  submitting 
the  whole  thing.  The  request  I  made  of  this  committee  was  to  be 
permitted  to  read  extracts  sufficiently  to  show  the  connection  all 
ilong  the  line. 
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Senator  Smith  of  Michigan.  The  nub  is  that  private  agreement  I 
lliat  is  what  you  are  aiming  att  J 

Mr.  DuLAKEY.  It  is  worse  than  that. 

Mr.  Douglas.  He  is  asking  you  if  that  is  the  point  of  the  letter 
you  meant  to  read  ? 

Mr.  DuLANEY.  That  is  the  point  of  the  letter  I  meant  to  read. 

Mr.  Douglas.  Is  there  anything  else  in  the  letter  you  wish  to 
read? 

Mr.  DuLANEY.  Following  that,  on  July  3,  a  request  was  made  from 
Mr.  Finley 

Mr.  Thom.  Mr.  Chairman,  I  do  not  think  it  fair  to  read  part  of  a 
letter  without  reading  the  whole  of  it. 

The  Chairman.  I  do  not  see,  myself,  the  necessity  for  reading  the 
letter  if  he  is  goin^to  file  it,  except  to  bring  out  some  point  he  desires. 

Mr.  DuLANEY.  That  is  all  I  wish  to  do,  and  I  am  going  to  submit 
these  things. 

The  Chairman.  As  I  imderstand.  Exhibit  7  C  has  been  offered  in 
evidence? 

Mr.  DuLANEY.  It  has. 

Senator  Poindexter.  Of  course  you  will  have  an  opportunity  of 
calling  attention  to  the  balance  of  it. 

Mr.  Thom.  I  understand  that,  gentlemen,  but  of  course  you  realize 
from  your  own  experience  in  court  if  we  have  to  follow  along  the 
cross-examination  on  every  sinde  detail  it  will  be  an  intermisable 
kind  of  process,  and  I  thought  tne  fairest  way  would  be  that  when  a 
letter  was  partly  read  it  should  be  all  read  and  a  great  deal  of  the 
necessitv  for  cross-examination  would  be  shortened. 

The  Chairman.  Of  course,  Mr.  Thom,  the  whole  letter  goes  into 
the  record  as  the  testimony.  The  whole  letter  has  been  put  in  evi- 
dence. 

Mr.  Thom.  I  quite  understand  that,  but  I  have  some  doubt,  in  my 
own  mind,  as  to  how  much  time  busy  Senators  have  to  read  the 
record. 

The  Chairman.  We  will  have  to  read  it  all. 

Senator  Smith  of  Michigan.  You  are  the  only  man  who  has  any 
doubt  about  it.  Most  everybody  gives  us  credit  for  reading  it 
thorourfily  . 

Mr.  DuLANEY.  Tbe  proposition  that  I  lay  down  is  simply  this, 
that  the  Southern  Railway  Co.  instigated  a  law  suit,  through  the 
operators,  the  case  being  mown  as  the  Andys  Ridge  case,  and  I  will 
:proceed  to  set  that  fact  up. 

Senator  Poindexter.  1  would  like  you  to  explain  a  little  more 
clearly  what  you  mean  by  these  differentials  you  are  speaking  of. 

Mr.  DuLANEY.  There  is  a  t  Ugate  put  at  every  point  we  men- 
tioned. Tnese  are  the  exits  for  the  JBlack  Moimtam  field  to  the 
northwest  over  the  Louisville  &  Nashville.  We  pay  a  tcU  of  10 
cents  before  we  can  ship  coal — that  is,  a  t  11  higher  than  anybody 
else  beyond  us  and  the  gate  is  right  at  the  field.  Starting  south- 
ward at  Knoxville,  over  the  Southern,  there  is  a  great  ccal  field 
which  the  record  shows  the  Southern  was  interested  in  in  1906  and 
.1907.  The  record  also  shows  that  Grant  B.  Schley,  the  brother-in- 
^aw  of  Geoige  F.  Baker,  is  the  president  of  that  coal  company.  To 
the  east,  30  or  35  miles  away  from  Black  Moimtain,  is  a  town  called 
Norton,  and  at  that  point  our  differential  becomes  34  cents  against 
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all  the  mines  beyond  that  point,  which  makes  it  less.  Now,  we 
come  to  Morristown,  on  the  Southern  Railway.  From  Morristown 
we  attempt  to  ship  goods  toward  C  harleston  and  Savannah  and  the 
southeastern  coimtry.  There  is  a  varjrinff  differential  at  Morristown; 
10  cents  is  the  minimum  and  25  cents  is  tne  highest — that  is,  against 
the  Eiioxville  field,  and  against  the  several  other  fields,  for  that 
matter. 

Tne  Chairman.  Before  you  go  further,  state  why  the  differential 
of  10  cents  and  why  the  differential  of  25  cents  is  so  high  as  to  be 
prohibitive  to  the  Black  Moimtain  coal  mine. 

Mr.  DULANEY.  It  is. 

The  (  HAiRMAN.  State  why  it  is.  Things  are  very  apparent  to  ^ 
man  familiar  with  the  business,  but  may  not  be  apparent  to  otheii 
who  know  little  about  it. 

Mr.  DuLANEY.  Let  us  take  the  Knoxville  gateway.  It  means  the 
Black  Mountain  fields  must  sell  coal  at  35  cents  less  before  it  can 
enter  that  territory  at  all  on  the  coal  business.     Is  that  clear? 

Senator  pMrrn  of  Michigan.  No;  it  is  not  to  me.  It  means  they 
must  sell  them  more  if  they  want  to  escape  their  loss  ? 

Mr.  DuLANEY.  It  means  if  the  Black  Moimtain  field  xmdertakes 
to  make  a  sale  in  Atlanta 

Senator  Smith  of  Michigan.  It  means  it  woidd  get  35  cents  more 
per  ton  than  its  rival  ? 

Mr.  DuLANEY.  In  order  to  compete,  it  has  to  sell  at  35  cents  less 
than  the  Knoxville  field. 

The  (  HAIRMAN.  Is  10  cents  a  ton  on  coal  enough  to  affect  the 
milling  or  the  sale  rf  it  ? 

Mr.  DuLANEY.  It  is  enough  to  destroy  it  under  present  conditions. 

The  Chairman.  Now,  why  is  it,  Mr.  Didaney  ? 

Mr.  DuLANEY.  Because  the  profits  in  the  business  are  not  greater 
than  10  cents  a  ton. 

Now,  let  me  proceed  to  set  up  the  case  against  the  Southern  Rail- 
way. Here  is  an  interpreted  code  letter  of  July  15,  from  Mr.  Gulp 
to  Mr.  Finley,  in  regard  to  the  situation: 

Just  from  long  conference 

Senator  Smith  of  Michigan.  Pardon  me.  Does  this  relate  to  the 
Andys  Ridge  case  ? 

Mr.  Douglas.  This  is  the  genesis  of  the  Andys  Ridge  suit. 

Senator  Smith  of  Michigan.  That  is  the  suit,  docket  No.  2836  ? 

Mr.  DuLANEY.  Yes,  sir.  This  is  starting  that  suit  by  the  Southern 
Railway: 

Just  from  long  conference  with  Judge  Knapp.  After  full  discussion  and  considera- 
tion, does  not  feel  lie  ought  to  undertake  to  determine  as  arbitrator  relative  adjust- 
ment coal  rates  from  the  several  groups  of  origm  into  Georgia,  not  from  any  personal 
reasons  or  lack  of  desire  to  be  of  ser\  ice  in  the  matter.  Notwithstanding  the  commie- 
Bion  in  the  Eastern  Port  Cities  case  acted  as  arbitrators,  they  now  feel  uncertain  that 
tiiey  ought  to  hereafter  act  as  arbitrators.  He  asked,  Why  not  let  the  Temiessee  oper- 
ators brmg  formal  complaint  of  coal  rates  into  Georgia?  I  explained  the  desirabuity 
of  ha\  ing  matter  more  speedily  and  simply,  stating  would  seem  to  make  arbitration 
preferable — 

You  see,  this  is  a  code  telegram — 

Mid  arbitration  by  him  would,  to  a  large  extent,  have  the  force  of  a  judicial  decisl(m 
Mid  be  accepted  by  all,  provided  all  agreed  to  arbitrate.  He  stated  arbitration  would 
^t  prevent  subsequent  complaint  being  made  by  any  operator  or  prevent  commissioii 
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from  investigating  complaint  and  decision  might  be  at  variance  with  arbitrators' 
decision.  He  seemed  to  feai*  embarrassment  if  a  decision  should  ^e  followed  by  some 
advance  in  rates,  even  though  there  might  be  reductions  of  other  rates.  All  of  whi^ 
mig^estions  and  others  I  discussed  with  him,  endeavoring  to  persuade  him  to  act  as 
arbitrator  if  requested  bv  all  interests.  He  finally  announced  he  did  not  feel  he  ought 
to  consent  to  act.  I  had  expected  to  go  to  Knoxville  to-night,  thence  to  Birminfi^am, 
Boyd  having  advised  can  see  me  either  Friday  or  Saturday.  Have  not  heard  from 
Allen. 

Allen  is  a  coal  man — 

Judge  Knapp  having  declined  to  act  as  arbitrator,  please  advise  if  you  think  I  should 
suggest  to  Coal  Creek  and  Birmingham  operators — 

Notice  that  Birmingham  is  one  of  the  great  trust  centers,  and  I 
have  just  stated  who  is  president  of  the  largest  company  in  the 
Knoxville  field — 

please  advise  if  you  think  I  should  suggest  to  Coal  Creek  and  Birmingham  operators 
fiiat  they  bring  formal  complaint  as  to  rates  in  Georgia,  including  C,  C.  &  0.  road. 
After  hearing  from  you  will  arrange  to  be  Knoxville  Monday  morning.  Your  office 
mailed  you  yesterday  suggested  replies  to  Boyd  and  Allen. 

The  Chaebman.  Of  course,  Mr.  Finley  was  president  of  the  Southern 
Railway  ? 

Mr.  IJULANEY.  President  of  the  Southern  Railway. 

The  Chairman.  Who  was  Mr.  Gulp? 

Mr.  DuLANEY.  He  is  the  vice  president.  I  am  sorry  to  mention 
these  names  at  all.     Now,  the  next  letter 

The  Chairman.  Wait  a  moment.  Do  you  want  to  ask  him  any 
questions  ? 

Mr.  Douglas.  Go  ahead. 

Senator  Smiih  of  Michigan.  I  fail  to  grasp  the  significance  of  that 
letter. 

Mr.  DuLANEY.  I  will  get  through  in  a  minute  or  two  [reading]: 

Bar  Harbor,  July  16j  1909, 
J.  M.  Gulp, 

Vice  President  Southern  Railway ,  Washington^  D,  C. 

Your  cipher  telegram  received.  In  discussing  this  matter  with  Messrs.  Walters, 
Emerson,  and  Hamilton  in  New  York,  14th  instant,  when  I  outlined  what  I  was  trying 
to  accomplish,  Hamilton  suggested  that  if — 

Now,  these  are  railroad  officials — the  Coast  Line  and  the  Seaboard, 
I  think- 
when  I  outlined  what  I  was  trying  to  accomplish,  Hamilton  suggested  that  if  L\mipe<^ 
Participant  (Judge  Knapp) 

Mr.  Douglas.  What  did  they  call  him  there  ? 
Mr.  DuLANEY.  "Lumped  Participant." 
Senator  Tillman.  That  was  Judge  Knapp? 
Mr.  Douglas.  ''Lumped  Participant"  was  a  cipher  term  used  t< 
describe  Judge  Knapp. 
Mr.  DuLANEY  (readmg) : 

Should  serve  as  an  arbitrator  it  would  disqualify  him 

Senator  Tillman.  ''Lumped  Participant?" 

Mr.  Douglas.  "Lumped  Participant"  was  the  cipher. 

Mr.  DuLANEY  (continuing  reading) : 

it  would  disqualify  him  in  the  event  of  a  complg-int  being  made  subsequently  ^ 
Interstate  Commerce  Commission,  which  he  thought  might  be  unfortunate  in  \ic^ 
of  Liunped  Participant's  judicial  temperameut.  Emerson  seemed  to  think  tl* 
better  way  is  induce  the  operators  to  bring  formal  complaint.     I  note  now  that  Judg 
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£napp  declines  to  act  as  arbitrator,  and  I  suggest  your  discussing  with  the  Coal  Creeic 
«nd  jSimiingham  operators,  in  connection  with  their  commimications  to  me  their 
bringing  formal  complaint  as  to  rates  into  Georgia —  i 

That  is  the  suggestion  following  the  ''Lumped  Participant"  lettei*. 
Mr.  Douglas.  Finish  reading  that  letter,  after  the  word  ''Georgia.^' 
Mr.  DuLANEY  (reading) : 

imless  in  your  discussion  with  these  operators  soine  feasible  plan  of  arbitration  is 
fliiggested.  If  anything  in  this  connection  develops  please  ad  ise  me.  At  the  proper 
time  other  interested  initial  roads  should  know  of  tne  lines  along  which  we  are  working 
and  the  reasons  contiolling  us  in  the  matter.  > 

Birmingham,  Ala.,  July  20  — 

This  is  Mr.  Gulp's  reply  to  Mr.  Finley —  : 

After  close  of  conference  Knoxville  Coal  committee  yesterday — 

He  has  gone  from  Knoxville  to  Birmmgham  and  writes  from  Bir- 
mingham— 

^ey  advised  would  bring  complaint  before  Interstate  Commerce  Commission  for 
increased  differential  under  southwest  Virginia  mines,  including  C.  C.  &  O.  mines. 
Some  of  the  committee  want  50-cent  differential;  others,  70.  From  subsequent  con- 
sequent conversation  with  Chairman  Boyd — 

Chairman  Boyd  is- 


The  Chairman.  It  would  be  better  if  you  would  read  the  letter  and 

then  make  your  comments. 

Mr.  DuLANEY  (reading) : 

learned  he  will  insist  upon  claiming  only  50-cent  differential.  General  Freight 
Agent  Miller  wires  to-day  Boyd  has  arranged  majority  L.  &  N.  operators  to  join  in 
complaint.  *  *  *  Neither  Tennessee  or  Alabama  operators  will  ask  for  any 
feduction  in  rates. 

Mr.  Douglas.  Read  it  all,  Mr.  Dulaney.     Go  ahead. 
Tlie  Chairman.  Are  you  through  with  that  letter? 
Mr.  Dulaney.  Not  quite.     [Reading*] 

Neither  Tennessee  or  Alabama  operators  will  ask  for  any  reduction  in  rates — 

I  want  you  to  notice  the  understanding  now  between  the  trust 
mines  and  the  railroads — 

simply  for  an  increase  in  the  differentials,  leavina:  adjustment  of  rates  in  case  they 
obtain  favorable  decision  with  the  railrrads.  So  far  conferences  reasonably  satisfac- 
tory. Do  you  think  now  is  pre  per  time  for  me  to  arrange  conference  with  Vice  Pres- 
ident Smith  of  L.  <fe  N.,  so  as  to  prevent  any  reduction  from  Tennessee  mines  on 
L.  &  N.  in  advance  of  determination  of  .the  differentials?  If  so,  will  arrange  meeting 
at  once.    Will  remain  here  until  4  p.  m.  to-morrow  afternoon  at  the  earliest. 

J.  M.  Gulp. 

This  is  from  Washington,  D.  C,  July  21,  1909,  from  Mr.  Finley 
toMr.  Culp: 

Your  telf^ram.  I  think  now  is  proper  time  for  you  to  arrange  early  conference 
with  Vice  President  Smith  of  L.  &  N.  so  as  to  prevent  reduction  from  Tennessee 
mines  on  L.  &  N.  in  advance  of  determination  of  aifferentials. 


Washington,  D.  C,  July  es,  1909. 

Memorandum  of  interview  with  Vice  President  A.  R.  Smith,  of  the  L.  &  N.  R.  R., 
in  Louisville,  July  22,  1909,  regarding  adjustment  of  coal  rates  between  Coal  Creek 
and  Windrock,  Tenn.,  on  the  one  hand,  and  C.  C.  &  0.  and  V.  &  S.  W.  to  points 
in  Georgia,  on  the  other  hand.    *    *    * 

I  then  at  some  length  detailed  my  conferences  with  coal  operators  at  Knoxville  on 
Monday,  July  19,  and  with  the  Alabama  operators,  Mr.  I.  E.  McCormick  and  J.  V. 
Allen,  president  and  secretary- treasurer,  respectively,  of  the  Alabama  Coal  Operators 
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Afisociation,  at  Birmingbam,  July  20  and  21,  looking  to  have  this  qnestion  of  difla^ 
entials  settled  by  complaint  being  brought  bv  the  coal  operators  before  the  InterBlate 
Commerce  Commission,  suggesting  to  him  that  his  line  ought  to  agree,  as  the  most 
expedient,  satisfactory,  ana  permanent  way,  under  all  me  circumstanceB,  for  a 
disposition  of  this  delicate  matter  of  differentials. 

In  the  same  letter: 

However,  based  upon  my  expression  of  belief  that  a  hearing  would  be  secured 
before  the  commission  by  the  Tennessee  coal  operators  in  August-— 

It  takes  me  a  year  or  two.  The  letter  is  written  July  23.  Mr. 
Gulp  seems  pretty  sure  he  will  have  his  hearing  in  August. 

Mr.  Smith  will  not,  pending  such  hearing,  if  it  can  be  had  early  in  August,  undertake 
to  reduce  the  rates  from  mines  on  his  line. 
July  30— 

This  is  a  letter  to  Mr.  Potter,  president  of  the  Clinchfield  road. 

Senator  Poindexter.  From  wnom  ? 

Mr.  DuLANEY.  From  Mr.  Finley,  president  of  the  Southern  Railway. 

Senator  Smith  jf  Michigan.  What  is  the  date? 

Mr.  DuLANEY.  July  30,  1909.     [Reading:] 

Your  letter  of  the  26th  instant  was  duly  received.  I  had  the  pleasure  of  seeing 
you  on  the  27th  instant,  when  1  explained  to  you  that  the  proposed  action  of  the  Ten- 
nessee operators  in  filiujg  complaint  with  the  Interstate  Commerce  Commission  is 
not  unfriendly,  but  is  being  taken  for  the  purpose  of  securing  judicial  inquirv  into  the 
matter  of  differentials  to  Carolina  and  Georgia  territories.  Tne  complaint  will  involve 
the  matter  of  differentials  and  not  directly  the  matter  of  rates.  The.  rates  will  be  de- 
termined by  the  interested  railroads  on  the  establishment  of  tJie  differentials. 

That  the  matter  will  take  this  course  is  best  for  all  the  interests  involved,  and  I  am 
glad  that  you  concurred  in  this  view  of  the  matter. 

Washington,  D.  C,  August  16 — 

At  this  time  the  suit  was  instituted.     Here  is  a  letter  from  Webb    | 
&  Baker,  the  lawyers  for  the  Coal  Creek  and  other  coal  fields,  ad- 
dressed to  Mr.  Ij.  Green,  freight  traflBc  manager,  Southern  Railway, 
Washington,  D.  C. — 

My  Dear  Sir 

Mr.  Douglas.  Have  you  not  skipped  the  letter  of  August  13  ? 
Mr.  Thom.  There  is  none  here. 

The  Chairman.  Yes;  there  is.     August  13,  from  Webb&  Baker. 
Mr.  DuLANEY.  It  is  missing  here. 

The  Chairman.  If  you  look  farther  down,  it  is  August  13.    It 
was  received  August  10. 
Mr.  DuLANEY  (reading) : 

Knoxville,  Tenn.,  August  13,  1909— 

This  Is  from  Mr.  Baker,  the  lawyer  who  was  going  to  bring  the 
suit,  addressed  to  Mr.  Green — 

I  herewith  inclose  you  a  copy  of  the  petition  we  are  this  day  filing  with  the  Inter- 
state Commerce  Commission,  as  I  agreed  to  do  when  I  left  you  in  Washington. 

I  hope  that,  although  we  could  not  see  our  way  clear  to  bring  this  suit  exactly  afl 
the  Southern  Railway  people  desired,  you  will  see  that  we  have  no  desire  to  reduc© 
your  revenue,  and  will  feel  that  what  we  are  asking  is  reasonable  and  that  you  need 
not  fight  us. 

Mr.  Douglas.  A  copy  was  sent  to  Mr.  Finley. 
The  Chairman.  Who  was  Mr.  Baker  representing  ? 
Mr.  DuLANEY.  The  coal  operators  bringing  the  suit  against  tb^* 
Southern  Railway. 
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The  Chaibman.  What  coal  operators  ? 

Mr.  Douglas.  The  Tennessee  coal  operators. 

Mr.  DuiANEr.  That  is  known  as  the  Andys  Ridge  case.     [Reading:] 

Washington,  August  23,  1909— 

Here  is  a  memorandum  from  L.  G.  to  Mr.  Gulp — 

The  commission  has  returned  the  complaint — 

Evidently  it  had  been  submitted  to  the  gentleman  privately — 

The  commission  has  returned  the  complaint  of  the  Tennessee  operators  to  Messrs. 
Webb  &  Baker,  counsel  for  complainants,  directing  amendment  thereto,  naming  cer- 
tain delivering  carriers  as  defendants  in  addition  to  the  Southern  Railway.  The  letter 
returning  the  complaint  was  not  shaped  upon  lines  indicated  by  Chairman  Knapp, 
whom  I  interviewed  on  Saturday. 

Mr.  Enapp  directed  Chief  Examiner  Lamb  to  require  such  changes  in  this  complaint 
as  we  might  suggest^  and  I  have  therefore  given  Mr.  Lamb  a  memorandum  which 
will  probably  lead  him  to  ask  the  complainants  to  make  the  Virginia  &  Southwestern 
Railway:  Carolina,  Clinchfield  &  Ohio  Railway;  Louisville  &  Nashville  Railroad, 
Seaboard  Air  Line  Railway,  and  perhaps  others,  parties  to  the  complaint. 

Pending  further  developments,  I  am  withholding  the  preparation  of  our  answer. 

Senator  Poindexter.  Whom  was  that  letter  from? 

Mr.  DuLANEY.  It  is  a  memorandum  from  *'L.  G." — Mr.  Green, 
the  traffic  manager  of  the  Southern  Railway,  to  his  superior,  Mr, 
Gulp,  the  vice  president,  m  charge  of  freight  traffic. 

Senator  Poindexter.  Very  well;  go  ahead. 

Mr.  DuLANEY.  Now,  at  this  time  another  side  of  the  case  has  to 
be  looked  after.  Somebody  from  the  Virginia  field  took  part  in  the 
fight  as  interyenors,  and  there  are  two  trust  operations,  that  cooper- 
ated all  the  time  with  the  railroad  in  that  field,  riffht  beside  the  Black 
Mountain.  One  is  the  Stonega,  represented  by  Mr.  Wentz,  and  the 
other  is  the  Virginia  Coal,  Iron  &  Coke  Co. 

What  I  want  to  show  you  is  how  willingly  these  two  trust  men 
came  in  and  made  their  complaints  under  the  direction  of  the  South- 
em  Railw^,  to  fight  the  case  from  the  Virginia  standpoint  as  inter- 
venors.  Hence,  tne  next  letter  is  from  Mr.  D.  B.  Wentz,  president 
Stonega  Coal  &  Coke  Co. 

Senator  Poindexter.  Is  that  in  the  Black  Mountain  field  ? 

Mr.  DuLANEY.  Right  in  the  Black  Mountain  field,  a  few  miles 
from  the  Black  Mountain  property.  This  letter  is  addressed  to  Mr. 
W.  W.  Finley: 

Some  of  the  interests  which  ship  coal  via  your  line  to  markets  in  the  Carolinae 
and  Georgia  have  approached  me  relative  taking  joint  action  in  petitioning  the  Inter- 
state Commerce  Commission  to  permit  us  to  become  a  party  to  the  proceedings  insti- 
tuted against  the  Southern  Railway  Co.  by  the  Coal  Creek  operators.  I  have  delayed 
taking  any  action  until  I  could  see  you. 

Should  you  care  to  discuss  the  question  with  me,  I  will  be  glad  to  meet  you  in 
"Waaliin9trn  any  day  in  the  near  future  you  may  sus:gest,  except  Monday,  October  4, 
and  Wednesday,  October  6.    I  could  meet  you  in  New  York  if  you  prefer. 

Following  that  is  a  memorandum.  The  Virginia  operators  called 
a  meeting  in  Philadelphia  to  determine  what  action  they  would  take 
in  the  Andys  Ridge  case  as  interveners,  and  I  now  read  the  memo- 
randum of  agreement. 

The  memorandum  comes  before  the  letter,  if  you  will  permit  me, 
I  will  read  the  letter  first.  Mr.  McHarg,  as  I  have  explained,  was 
president  of  the  Virginia,  Coal,  Iron  cS:  Coke  Co.  and  was  its  con- 
trolling spirit. 
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Senator  Smith  of  Michigan.  Did  they  intervene? 

Mr.  DuLANEY.  Yes,  sir;  I  am  giving  you  the  memorandum  how 
they  intervened. 

Senator  Smith  of  Michigan.  It  does  not  matter  much  how,  so 
thev  did. 

Mr.  DuLANEY.  It  does  matter  very  much.  It  is  so  important, 
that  is  whv  I  am  reading  it. 

I  will  be  through  in  just  a  moment,  if  you  will  permit  me.  I  would 
like  to  finish  this. 

The  Chairman.  I  shall  not  Interrupt  you  on  this,  but  the  time  of 
the  committee  is  limited,  and  we  can  read  these  letters  as  well  as 
anybodv  else  can,  and  after  you  get  through  with  this  exhibit  simply 
file  your  exhibits  and  make  any  comments  on  them  you  please,  but 
do  not  read  them  to  us. 

Mr.  DuLANEY.  In  connection  with  this  same  case,  another  inter- 
vener was  Mr.  McHarg,  of  the  Virginia  Iron,  Coal  &  Coke  Co.,  one 
of  the  large  coal  shippers  of  the  Virginia  field.  He  writes  to  Mr. 
Finley  in  regard  to  this  meeting  in  Pluladelphia,  called  by  the  oper- 
ators—  this  is  on  December  30,  1909 — and  says: 

I  made  a  special  point  to  get  to  the  meeting  in  Philadelphia  yesterday,  fearing  that 
aomething  might  be  done  which  would  hurt  the  interests  of  the  V.  &  S.  W.  and  indi- 
rectly the  Southern  Railway,  and  I  found  Mr.  Kemmerer,  who,  I  believe,  is  a  son-in-law 
of  Mr.  Norman  B.  Ream's,  proposed  at  first  that  we  should  ask  joint  rates  over  the  V.  & 
S.  W.  from  Speers  Ferry  via  tne  Clinchfield  at  that  point — 

That  is  the  short  line.  The  explanation  I  want  to  make  is  this: 
The  only  defense  the  Virginia  operators  had  as  interveners  was  the 
two  short  roads.  The  distance  was  the  question  involved.  There 
were  two  short  roads  that  should  have  been  put  in  by  the  interveners 
as  the  basi^  of  rate  making.  These  coal  operators  came  to  an  under- 
standing with  the  Southern  Railway  that  they  would  intervene,  but 
that  they  would  not  use  the  short  line  argument  but  use  the  long 
line  argument,  and  in  that  way  set  up  these  differentials  that  now 
exist  against  our  field. 

Now,  in  that  connection  you  may  very  pertinently  ask  me  if  those 
diflFerentials  which  I  have  set  up  in  Exmbit  7-B  did  not  apply  to  all 
the  operat  r^i  in  what  is  known  as  the  Appalachia  field.  Technically, 
they  do.  But  here  are  two  trust  o])erations — it  is  important  that  1 
be  perinitted  to  state  h')W  they  are  taken  care  of. 

Senator  Pojndfxter.  What  are  the  names  of  these  intervening 
operators  in  the  Black  Mountain  field? 

Mr.  DuLANEY.  Who  are  they  ?    That  is  what  you  want  to  know  ? 

Senator  Poindexter.  The  names  of  them. 

Mr.  Douglas.  The  names  of  the  two  int-erveners  in  the  Andys 
Ridge  case. 

fc  Mr.  DuLANEY.  There  were  present  at  that  meeting  Messrs.  C.  P. 
Perrin,  2  Rector  Street,  New  York  City;  D.  D.  HuU,  jr.,  attorney 
for  the  Virginia  Iron,  Coal  &  Coke  Co.,  Roanoke,  Va.;  Henrv  K. 
McHarg,  the  head  of  the  Virginia  Iron,  Coal  &  Coke  Co.,  40  "Wall 
Street^ew  York;  J.  L.  Kemmerer,  143  Liberty  Street,  New  York; 
D.  B.  Wentz,  president  of  the  Stonega,  located  m  the  Black  Mountain 
fields — the  same  shipping  group  as  the  Black  Mountain — ^Land  Title 
Building,  Philadelphia;  and  William  A.  Glasgow,  jr.,  the  attorney 
representing  all  of  them. 
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Senator  Poindextbb.  Now,  they  are  in  th6  same  field  that  your 
property  is  in  ? 

Mr.  DuLANEY.  Those  two  operators  that  I  mentioned  are. 

Senator  Poindexter.  And  they  were  objecting  to  any  change  in 
fchediflFerential? 

Mr.  DuLANEY.  Not  seriously  objecting. 

Senator  Poindexter.  Didn't  they  mtervene,  and  come  to  an 
agreement- 

Mr.  DuLANEY.  But  the  point  is,  as  this  memorandum  shows,  that 
they  agreed  before  they  intervened  after  conferences  with  the  rail- 
roads, that  they  would  not  set  forth  the  arguments  which  would 
prevent  the  raising  of  the  differential. 

Senator  Poindexter.  Did  they  have  the  same  rates  you  weriB 
allowed  ? 

Mr.  DuLANEY.  Yes. 

Senator  Poindexter.  They  were  operating  profitably,  were  they  ? 

Mr.  DuLANEY.  That  is  what  I  am  trying  to  show. 

Senator  Poindexter.  TMiy  could  you  not  operate  profitably  if 
they  could,  having  the  same  rates  in  the  same  locality  ? 

Mr.  DuLANEY.  Now,  sir,  may  I  answer  that  ? 

Senator  Poindexter.  I  am  asking  you  that  for  the  purpose  of 
getting  your  answer. 

Mr.  DuxANET.  I  want  to  answer  it.  I  shall  have  to  go  to  the  map 
to  do  it. 

Senator  Smith  of  Michigan.  Go  to  the  map  if  you  want  to. 

Senator  Tillman.  Onlj  speak  loud  enough  so  we  can  all  hear  vou. 

Mr.  DuLANEY  (indicatmg  on  the  map).  The  Black  Mountain  field, 
Appalachia,  Norton,  all  these,  for  Southern  Railway  shipments,  are 
in  one  group. 

Mr.  Douglas.  VTiat  is  the  name  of  that  group  ? 

Mr.  DuLANEY.  The  Appalachia  group — ^for  Southern  Railway 
shipments. 

Soon  after  this  Andys  Ridge  case,  or  about  the  time  of  the  Andys 
Ridge  case,  the  Norfolk  &  Western,  to  help  out  a  trust  mine,  extended 
a  group  70  miles  so  as  to  include  two  of  the  biggest  mines  of  the 
Virgima  Iron,  Coal  &  Coke  Co.,  which  permitted  that  business  to 
move  to  Norfolk  on  $1.40  basis,  in  that  way  taking  care  of  orobably 
two  thirds  of  the  output  of  the  Virginia  Iron,  Coal  &  Coke  Co. 

Mr.  Douglas.  Wore  those  groups  that  were  taken  into  the  Poca- 
hontas group  a  part  of  the  Appalachia  group  ? 

Mr.  DuT-ANEY.  They  were. 

Now,  about  that  time — I  do  not  charge  that  for  the  purpose,  but  the 
inference,  in  view  of  all  these  conferences,  is  that  when  the  bars  were 
put  up  at  Knoxville  Mr.  McHaig's  company  was  given  business  by 
the  Southern  Railway  itself  for  the  year  1911  to  the  amount  of 
167,122  tons;  the  year  before  that,  nothmg 

Mr.  Douglas.  You  say  '^Mr.  McHarg  ;  you  mean  the  Virginia 
Iron,  Coal  &  Coke  Co. — tlie  same  company  that  was  put  into  the 
Pocahontas  field? 

Mr.  DuLANEY.  That  is  correct.  The  Virginia  Iron,  Coal  &  Coke 
Co.  furnished,  for  the  year  1911,  167,122  tons. 

The  Chaikman.  Where  was  that  coal  mined  ? 

Mr.  DuLANEY.  In  these  four  mines  which  the  Vuginia  Iron,  Coal 
&  Coke  Co.  have  in  that  district. 
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The  Chairman.  It  was  outside  of  the  Black  Mountain  mines, 
however,  was  it? 

Mr.  Dui-ANEY.  How  is  that?  ^^ 

The  Chairman.  Was  it  within  the  Black  Mountain  field  t 

ilr.  DuLAXEY.  Yes,  sir.  One  of  the  Virginia  Iron,  Goal  &  Coke 
Co.'s  mines  is  located  in  the  Black  Mountain  field. 

The  Chairman.  Did  they  ship  some  of  this  coal  you  have  just 
spoken  of  from  that  field  i 

Mr.  DuLANET.  Yes,  sir. 

The  Chairman.  Did  they  have  to  pay  the  differential  ? 

Mr.  DuLANET.  Certainly  not;  they  sold  it  to  the  railroad  right  at 
the  mines,  sir. 

Mr.  DouGi-As.  For  fuel  purposes  t 

Mr.  DuLANEY.  For  fuel  purposes — to  the  Southern  Railway. 
That  is  the  first  point  I  maKe.  ^ 

The  next  point  I  make  is  this \ 

Mr.  Douglas.  Did  they  have  any  freight  charge  at  all  on  that  ; 
coal? 

Mr.  Dm-ANEY.  No.  The  railroad  simply  took  care  of  them  to 
that  extent  following  this  Andys  Rid^  episode.  -- ; 

Senatcnr  Foindexter.  Did  the  Soumem  Railway  take  the  entire  '^ 
product  of  that  mine  ?  '  - 

Mr.  DilLANEY.  No,  sir*  it  did  not  have  to,  because  by  the  extension  ^ 
of  this  group  from  the  Norfolk  &  Western — ^which  put  two  of  ihtM 
mines  belonging  to  the  Virginia  &  Southwestern  on  a  $1.40  rate  to  *! 
Norfolk — it  permitted  the  Virginia  Iron,  Coal  &  Cike  Co.  to  ship  ^ 
its  tonnage  to  the  New  Haven  Railroad. 

Mr.  Douglas.  Two  of  the  mines  had  been  brought  within  the 
embrace  of  the  Pocahontas  group  ? 

Mr.  DuLANEY.  Yes.  It  made  two  of  the  mines  occupy  two  groups, 
one  for  the  Norfolk  &  Western  to  tidewater  and  the  other  for  southern 
shipments  on  the  same  basis  as  ours.  Now,  the  other  two  are 
located  a  little  farther  west. 

Mr.  Douglas.  Where? 

Mr.  DuLANEY.  There  is  one  of  them  [indicating  on  the  map],  and 
here  is  the  other  in  the  Black  Moimtain  field. 

Mr.  Douglas.  One  is  near  Inman,  and  the  other  is  in  the  Black 
Mountain  field  ? 

Mr.  Dulaney.  Yes. 

Mr.  Douglas.  The  one  in  the  Black  Mountain  field — I  will  ask  you 
if  that  is  not  a  leasehold  of  the  Virginia  Iron,  Coal  &  Coke  Co.,  where 
the  fee  to  the  property  is  actually  in  the  Black  Mountain  Coal  Co.' 

Mr.  Dulaney.  That  is  correct,  sir. 

I  will  show  vou  how  that  product  was  taken  care  of.  In  the  Blaxjk 
Mountain  fiela  a  50-cent  rebate  differential  was  given  to  17  points  on 
the  Norfolk  &  Western  Railroad,  under  what  they  call  a  qualified  rate. 
The  Virginia  Iron,  Coal  &  Coke  Co.  had  those  mining  operations 

Mr.  Douglas.  The  Virginia  &  Southwestern,  you  mean  ? 

Mr.  Dulaney.  No,  su*.  The  Virginia  Iron,  Coal  &  Coke  Co.  had  fur^ 
naces  or  mining  operations  on  the  Isorfolk  &  Western  at  17  pointp,and 
to  thoFC  1 7  points  a  qualified  or  special  rate  was  put  in  by  the  Virginia^ 
Southwestern  and  the  Norfolk  &  Western,  which  was  50  cents  lower 
than  the  other  mines  in  the  Black  Mountain  field  enjoyed,  for  the 
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reason  that  the  purchasser  at  all  these  17  points  was  the  same  as  the 
seller. 

Nowj  as  to  Mr.  Wentz,  who  also  aided  in  putting  up  the  bars  at 
KnoxviUe  in  the  Andys  Ridge  case,  I  find  that  prior  to  that  date  his 
company  did  not  enjoy  any  business  with  the  Southern  Railway, 
but  unmediately  following  that  practically  the  same  amoimt  of  busi- 
ness by  the  Southern  Railway  was  given  to  his  company.  Does  that 
an«=iwer  your  question  ? 

Mr.  Douglas.  Go  ahead  and  give  the  figures — how  it  was  before  the 
Andys  Ridge  case  was  framed  up  and  ho,w  it  was  after  Wentz  was 
taken  care  of. 

Mr.  DuLANEY.  I  will  produce  that.     It  is  in  my  papers  there. 

Senator  Smith  of  Michigan.  Who  owns  the  Virginia  &  South- 
we?=tern? 

Mr.  DuLANEY.  The  Southern  Railway,  sii\ 
.^.-   Senator  Smith  of  Michigan.  Does  it  extend  farther  than  from 
*j6^eers  Ferry  to  Bristol?    Does  it  go  up  there  to  Inman? 
*  .  Mr.  DuLANET.  Here  is  the  line  [indicating].     It  runs  to  Inman, 
[find  then  it  runs  to  Black  Moimtain. 
_-.  Senator  Smith  of  Michigan.  All  in  Virginia? 
"^r  Mr.  DuLANEY.  Do  you  mean  all  the 

Senator  Smith  of  Michigan.  All  the  mileage. 

Mr.  DuLANEY^  No,  sir:  it  also  has  mileage  in  Tennessee.  This 
black  line  represents  the  Virginia  &  Southwestern. 

Mr.  Lyon.  It  runs  down  to  Ehzabethton,  over  on  the  right. 

Mr.  Douglas.  If  you  are  through  with  the  map,  you  might  come 
back.  I  want  you  to  give  the  tonnage  that  the  Southern  Railway 
gave  to  the  Virginia  Iron,  Coal  &  Coke  Co.,  and  the  same  for  Wentz, 
as  you  claim  those  were  the  two  interveners  that  pretended  to  fight 
and  yet  did  not  fight  that  Andys  Ridge  case. 

Mr.  DuLANEY.  I  call  attention  to  the  fact  that  both  Mr.  Wentz, 
the  president  of  the  Stonega  Coal  &  Coke  Co.,  and  Mr.  McHarg,  the 
president  of  the  Virginia  Iron,  Coal  &  Coke  Co.,  all  located  in  the 
Appalachian  field,  were  interveners  in  the  Andys  Ridge  case. 

Mr.  Thom.  Were  they  all  ?  Was  not  the  Black  Mountain  Coal  & 
Land  Co.  interveners  ? 

Mr.  Douglas.  We  will  come  to  that. 

Mr.  Thom.  I  think  we  just  as  well  come  to  it  now.  when  we  talk 
about  interveners. 

Mr.  Douglas.  We  had  already  given  a  list.  We  were  talking  about 
how  these  two  interveners  were  taken  care  of. 

Mr.  Thom.  In  other  words,  it  is  understood,  is  it,  that  Mr.  Dulaney's 
company,  the  Black  Mountain  Coal  &  Land  Co.,  was  one  of  the  inter- 
veners ? 

Mr.  Douglas.  Oh,  yes. 

The  Chairman.  Go  ahead  and  answer  Mr.  Douglas's  question. 

Mr.  DuLAisTEY.  I  want  to  call  attention  to  the  Fact  that  that  is  all 
set  foith  in  the  exhibits. 

The  Chairman.  Yes. 

Mr.  DuLANEY.  I  beg  your  pardon. 

Mr.  Douglas.  What  I  wanted  to  get  at  this  particular  juncture 
is  lUst  exactly  what  they  did  for  these  people. 

Mr.  DuLANEY.  For  the  year  1911  the  Southern  Railway  purchased 
of  the  Virginia  Iron,  Coal  &  Coke  Co.  167,122  tons. 
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Mr.  Douglas.  That  is,  for  fuel  purposes,  now,  at  the  mines. 
Mr.  DuLANEY.  Prior  to  that  date  they  had  been  receiving  no  orders, 
as  shown  by  this  record,  and  this  is  a  statem3nt  of  the  company  itself: 

For  the  year  1912,  339,869  tons;  for  the  year  1913,  347,262  tons. 

I  also  have  the  statement  of  the  Stone^a  Coke  &  Coal  Co.,  and  have 
said  it  received  practically  the  same  amount,  but  I  have  misplaced 
that  statement. 

Mr.  Douglas.  You  mean,  commencing  about  the  same  year  ? 

Mr.  DuLANEY.  Right  here  is  that  statement — ^I  beg  your  pardon. 
Commencing  the  same  year: 

For  the  year  1911,  176,136  tons;  for  the  year  1912,  304,348  tons;  for  the  year  1913, 
388,587  tons. 

Senator  Smith  of  Michigan.  What  is  the  ai^ument  from  that  ? 

Mr.  DuLANET.  The  argument  from  that  is  this:  That  while  the 
gatewa^y  at  Knoxville  was  closed  to  all  the  Southern  Railway  pro- 
vided for  these  two  companies  more  tonnage  than  they  could  have 
gotten  through  that  gateway;  that  is,  in  my  judgment. 

Mr.  Douglas.  Was  it  not  once  provided  for  m  another  way,  Mr. 
Dulaney,  by  an  indirect  rebate  ? 

Mr.  DuLANET.  Yes;  but  ano their  witness  having 

Mr.  Douglas  (interrupting).  You  are  not  famihar  with  that? 

Mr.  Dulaney  (continuing).  Will  present  that  anc^show  how  it  was 
ufrther  taken  care  of. 

The  point  1  am  making  is  this:  We  are  discussing  the  justice  or 
injustice  of  making  rates  by  *  testimony."  All  of  our  rates  are  set 
up  by  testimony,  and  the  railroads  used  as  interlocking  witnesses 
the  traffic  agents  of  all  the  other  railroads  that  they  want  to  com- 
mand. For  mstance,  if  I  complain  and  bring  in  six  witnesses  before 
the  Interstate  ^  ommerce  (  ommission,  to  prove  that  a  rate  is  wrong, 
the  railway  companies  bring  in  three  times  that  number,  if  needed- 
expert  witnesses,  professional  witnesses.  In  addition  to  the  railway 
cooperative  service,  they  can  call  upon  these  trust  coal  mines,  who 
receive  special  favors  in  the  way  of  contracts  such  as  I  have  shown 
you,  ana  in  the  way  of  what  is  equivalent  to  a  rebate  to  the  little 
short  lines,  which  will  be  shown  later.  They  bring  witnesses  from 
these  mines  to  set  up  any  kind  of  rates  that  the  railroads  want  set  up. 

Senator  Fmith  oi  Michigan.  These  purchases  you  have  just  de- 
scribed and  shipments,  were  they  purchased  for  use  of  the  trans- 
portation company  for  commercial  purposes  ?  Were  they  transporting 
your  shipments  to  points 

Mr.  Dulaney  (interrupting).  Commercial? 

Senator  Smith  of  Michigan  (cmtinuing).  For  distribution,  or  were 
thev  transporting  it  for  their  own  use  ? 

Mr.  Dulaney.  I  do  not  know  that  the  Southern  Railway  dees  any 
commercial  coal  busi'^ess;  it  is  all  for  its  own  use. 

Senator  Smith  of  Michigan.  So  that  they  threw  their  trade  into 
that  channel  because  they  wanted  to  and  it  amounted  to  the  figures 
you  have  given  here  ? 

Mr.  Dulaney.  The  further  point  I  am  making  is  this:  So  long  as 
certain  favored  operators  get  the  advantage  of  their  neighbor  mey 
do  not  care  how  nigh  rates  are.  That  is  one  point  I  am  making. 
They  therefore  proceed  to  keep  the  railroads,  make  the  rates  just  as 
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high  as  they  want  them.    That  is  set  forth  clearly  in  this  correspond- 
ence. 

Senator  Smith  of  Michigan.  Is  there  any  difference  in  the  quality 
of  the  coal  up  there  ? 

Mr.  DuLANEY.  The  coal  in  that  vicinity  is  all  good. 

Senator  Smith  of  Michigan.  All  good  ? 

Mr.  DuLANET.  It  is  all  good. 

Senator  Smith  of  Michigan.  Bituminous  coal  ? 

Mr.  DuLANEY.  Yes. 

Senator  Smith  of  Michigan.  And  is  any  better  than  yours? 

Mr.  DuLANEY.  No;  I  do  not  think  that  it  is;  it  is  practically  the 
same. 

Senator  Smith  of  Michigan.  Is  it  any  more  accessible  than  yours  ? 

Mr.  DuLANEY.  That  is  all  settled  by  the  group  it  is  put  in,  you 
know. 

Senator  Smith  of  Michigan.  I  imderstand,  but  they  have  facilities 
there.  I  xmderstood  you  to  say  there  were  17  points  where  there 
were 

Mr.  Douglas  (interrupting).  Seven  points? 

Senator  Smith  of  Michigan.  Seven  points. 

Mr.  DuLANEY.  Let  me  explain  that.  Senator,  what  I  meant  in 
making  that  statement  was,  out  on  the  Norfolk  &  Western  Railroad, 
away  from  the  coal  field,  the  Virginia  Iron,  Coal  &  Coke  Co.  has  iron 
mines  and  iron  furnaces,  100  miles  or  more  away;  and  in  order  to  get 
its  coal  from  the  Black  Mountain  field  to  these  points  of  consumption. 
100  miles  or  more  away,  an  arrangement  was  made  that  permitted 
them  to  move  it  at  50  cents  less  than  the  mines  a  mile  away  could 
dup  to  the  same  points. 

Senator  Smith  of  Michigan.  Was  that  one-way  traflSc  or  wa*s  it  two- 
way  traffic? 

Mr.  EuLANEY.  It  was  one-way  traffic. 

Senator  Smith  of  Michigan.  One-way  traffic  ? 

Mr.  DuLANEY.  Certainly. 

Senator  Smith  of  Michigan.  And  they  took  the  coal  where  they 
needed  it  and  sent  the  cars  back  ? 

Mr.  DuLANEY.  Well,  whatever  the  conditions  were,  it  would  have 
been  the  same  for  the  other  coal  mines. 

Senator  Smith  of  Michigan.  Yes;  but  there  might  have  been  some 
charge  of  some  kind  there  that  would  absorb  that  apparent  differen- 
tial. 

Mr.  DuLANEY.  No;  the  reason  for  it,  as  given  on  its  face 

Mr.  Douglas  (interrupting).  Mr.  Dulaney,  I  think  I  can  clear  up 
two  questions  that  Senator  Smith  asked  you,  or  two  matters  that  he 
asked  you  about.  As  a  matter  of  fact,  did  you  not  take  that  com- 
plaint as  to  that  outrageous  differential,  I  will  call  it,  in  favor  of  the 
Virginia  Iron,  Coal  &  Goke  Co.  to  the  State  Railroad  Commission  of 
Virginia  and  have  it  corrected  ? 

Mr.  Dulaney.  I  did. 

Mr.  Douglas.  The  Senator  asked  you  about  the  quality  of  the 
coal.  You  said  ** about  the  same."  Is  it  not  a  fact  that  this  very 
rate  given  McHarg's  company,  the  Virginia  Coal,  Iron  &  Coke  Co.,  was 
from  an  operation  in  your  own  property  ? 

Mr.  Dulaney.  That  is  true,  sir. 
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Mr.  Douglas.  Absolutely  adjacent  to  the  property,  less  than  a 
quarter  of  a  mile  away — the  operation  is  right  there^  which  is  identi- 
cally the  same  coal,  is  it  not  ? 

Mr.  DxJLANEY.  All  loaded  at  the  same  place. 

Mr.  Douglas.  And  the  same  vein,  as  a  matter  of  fact. 

Senator  SMrrH  of  Michigan.  I  am  obliged  to  you  for  that. 

Mr.  Douglas.  Yes. 

Senator  Smffh  of  Michigan.  When  did  you  take  the  controversy 
to  the  State  Commission  ? 

Mr.  DuLANEY.  Probably  a  year  ago.  It  was  settled  early  in  this 
year. 

Senator  Smith  of  Michigan.  Where  do  they  have  jmisdiction  ? 

Mr.  Douglas.  It  is  all  intrastate. 

Senator  Smith  of  Michigan.  I  asked  you,  I  think,  the  first  time  you 
came  before  us  about  that,  and  I  was  trying  to  get  it  clear  in  my 
own  mind. 

Mr.  DuLANEY.  That  particular  shipment  is  intrastate. 

Mr.  Douglas.  Those  particular  rates  referred  to  were  purely  and 
exclusively  within  the  State  of  Virginia. 

Mr.  Lyon.  I  could  explain  that,  if  you  wish  it.  The  Interstate 
Commerce  Commission  has  held  that  the  rates  can  not  be  based  upon 
the  use  to  which  a  commodity  is  put,  and  they  did  not  allow  charging 
less  for  steam  than  coal  used,  for  domestic  purposes.  That  was  hela 
illegal  by  the  Interstate  Commerce  Commission  several  years  ago  and 
I  think  has  been  sustained  by  the  Supreme  Court.  That  had  not 
been  true  in  the  State  of  Virginia.  These  points  were  intrastate 
from  mines  in  the  Black  Mountain  field  to  local  points  in  the  State 
of  Virginia.  The  Virginia  &  Southwestern  Railway,  in  connection 
with  the  Norfolk  &  Weitern  Railway,  continued  the  practice  of  mak- 
ing lower  rates  for  furnace  purposes,  50  cents  less  than  the  domestic 
coal  rate,  and  that  inured  to  the  benefit  of  this 

Mr.  DuLANEY  (interrupting).  Particular  mine. 

Mr.  Lyon.  Of  this  Virginia  Iron,  Coal  &  Coke  Co.,  which  owned 
17  furnaces  and  mines,  as  I  understand  it. 

Senator  Smith  of  Michigan.  Seventeen  ? 

Mr.  Lyon.  Seventeen,  I  understand  Mr.  Dulaney  said. 

Mr.  Douglas.  When  you  referred  to  that  before,  I  thought  you 
meant  operations  ? 

Senator  Smith  of  Michigan.  I  meant  furnaces. 

Mr.  RiXEY.  You  volunteered  that  information. 

Mr.  Lyon.  When  that  matter  was  put  up  to  the  corporation  com- 
mission, they  affreed  with  the  Interstate  Commerce  Commission  and 
bSl  courts,  1  bdieve,  practically,  that  it  is  improper  to  base  rates 
upon  the  use  which  the  commodity  is  put,  and  ordered  those  rates 
discontinued,  and  appUed  the  same  rate  on  domestic  as  on  steam 
coal,  at  the  same  time  making  certain  reductions  in  the  rates  in  that 
territory. 

Senator  Smfth  of  Michigan.  So  the  present  rule  in  Virginia  corre- 
sponds to  the  Federal  practice  ? 

Mr.  Lyon.  Yes,  sir. 

Mr.  RiXEY.  Will  you  not  admit,  Mr.  Lyon,  since  you  volimteered 
that  information,  that  the  dual  rate,  one,  for  instance,  on  coal  for 
commercial  purposes  and  the  other  on  coaJ  for  furnace  purposes,  are 
not  at  all  unusual. 
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Mr.  Lyon.  It  was  not  unusual  before  the  interstate-commerce  law 
was  passed. 

Mr  RiXEY.  Was  not  that  the  universal  custom  of  all  carriers  ? 

Mr.  Lyon.  I  imderstand  many  carriers  did  practically  give  rebates. 

Mr.  RiXEY.  Was  it  a  rebate,  Mr.  Lyon?  Was  it  not  a  published 
rate  filed  with  the  commission  ? 

Mr.  Lyon.  Some  of  the  best  rebates  were  given  by  getting  advance 
information  as  to  changes  in  tariff.  You  need  not  get  into  that 
ar^mnent. 

Mr.  RiXEY.  I  simply  want  to  get  the  whole  thing  before  us.  Will 
you  not  further  admit  that  if  Mr.  Dulaney  had  any  coal  to-day 
which  he  wished  to  ship  to  a  furnace  located  as  the  Virginia  Iron, 
Coal  &  Coke  furnaces  are  located,  that  he  would  have  had  the  benefit 
rf  that  rate  ? 

Mr.  Lyon.  I  think  that  follows;  anybody  can  use  an  open,  pub- 
lished rate,  is  what  he  is  saving.     Of  course,  that  is  true. 

Mr.  Dulaney.  If  I  may  be  permitted  to  proceed,  I  will  introduce 
witnesses  ready  to  show  that  the  Norfolk  &  Western  Railroad  refused 
to  make  the  same  rate  to  a  lar^e  mining  cornpany  located  at  Pulaski, 
one  of  the  places  where  the  Virginia  Iron,  Coal  &  Coke  Co.  enjoyed 
this  preference. 

Senator  Poindexter.  For  the  same  purpose  ? 

Mr.  Dulaney.  Let  me  explain  to  you 

Mr.  Douglas  (interrupting).  Tell  him  whether  or  not  it  is  so. 

Senator  Poindexter.  Specifically;  I  understand  that  they  shipped 
to  the  Virginia  Iron,  Coal  &  Coke  Co.  at  this  rate  for  their  furnaces 
for  steaming. 

Mr.  Dulaney.  For  furnaces  and  mining  purposes.  Senator. 

Senator  Poindexter.  You  said  it  is  shipped  to  an  independent 
company  ? 

Mr.  Dulaney.  I  do. 

Senator  Poindexter.  The  independent  company  proposed  to  u9fe 
the  coal  for  the  same  purpose  that  the  Virgima  Iron,  Coal  &  Coke 
Co.  are  using  it  ? 

Mr.  Dulaney.  For  mining  iron  ore.  The  independent  company, 
however,  extracted  acid  from  the  ore  and  then  sold  the  ore,  while 
the  Virginia  Iron,  Coal  &  Coke  Co.  simply  take  the  ore  and  ship  it  to 
the  furnaces  and  convert  it  into  pig  iron. 

Senator  Poindexter.  Both  were  running  steam  engines,  were 
4ey? 

Mr.  Dulaney.  They  were,  on  both  mining  and  iron  ore. 

Mr.  Douglas.  Both  wanted  the  coal  for  the  same  purpose  ? 

Mr.  Dulaney.  Yes. 

Mr.  Lyon.  Senator,  I  can  tell  you  that  rate  was  not  made  as 
Usually  made,  a  distinction  between  steam  and  domestic,  and  for 
fumaca  use. 

Mr.  Dulaney.  Furnace  and  mining  use. 

Mr.  Lyon.  And  if  there  was  an  industry  that  used  coal  for  steam 
purposes,  in  the  same  town,  where  there  was  an  iron  furnace,  that 
industry  would  pay  the  domestic  rate,  while  the  iron  furnaces  would 
pay  the  furnace  rate.  That  was  an  unusual  distinction;  that  was 
not  general,  I  think,  with  railroads,  so  far  as  my  knowledge  goes. 

Senator  Poindexter.  Go  ahead,  Mr.  Dulaney. 
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Mr.  DuLANEY.  Many  of  these  towns  had  no  furnaces,  but  were 
miningtowns.  . 

Mr.  JDouqlas.  Mr.  Dulaney,  I  do  not  know  whether  it  is  clear  to 
the  committee  or  not,  but  it  wiQ  not  take  more  than  a  minute  to 
elear  it  up.  It  is  true  that  there  was  what  is  known  as  "Appalachian 
group/'  which  had  the  same  rates  generally,  in  all  directions? 

Mr.  Dulaney.  When  we 

Mr.  Douglas  (interrupting).  I  am  talking  about  the  direct  proposi- 
tion of  the  Appalachian  group.  Was  it  made  for  the  purpose  of 
determining  what  its  rate  should  be,  north,  east,  south,  and  west? 

Mr.  Dulaney.  I  can  not  answer  that.  You  want  to  know  the  cold 
fact.  The  Appalachian  group,  when  we  developed  the  business,  did 
not  embrace  the  Black  Mountain  field.  At  the  end  of  the  first  suit 
before  the  commission  we  obtained  the  same  rate  as  the  Appalachian 
field.  Then  the  entire  group,  reaching  from  Toms  Creek,  in  Virginia, 
to  St.  Charles  was  in  the  Appalachian  group 

Mr.  Douglas.  That  is  what  I  wanted  to  bring  out. 

Mr.  Dulaney  (continuing).  For  Southern  shipments.  Later  on. 
the  Norfolk  &  Western  Railroad  extended  one  of  its  groups  and 
lapped  over  the  Appalachian  group,  so  as  to  accommodate  Mr.  McHarg'8 
mine  of  the  Virginia  Iron,  Coal  &  Coke  Co.     Is  that  clear? 

Mr.  Douglas.  One  moment.  Let  us  see  what  the  practical  result 
would  be.  Then,  the  Toms  Creek  min?.s,  lying  farthest  northeast, 
were  in  two  groups. 

Mr.  Douglas.  That  is  not  my  question.  My  question  was.  Then 
the  Toms  Creek  mines  lying  farther  northeast  than  the  Appala- 
chian group,  therefore  farther  away  from  the  south  east  territory,  had 
the  advantage  of  rates  that  the  Black  Mountain  and  all  those  others 
who  were  nearer  to  the  southeast  territory,  because  they  were  in  the 
Appalachian  group? 

Mr.  DuiANEY.  The  southern  shipments  enjoy  the  same  rates. 

Mr.  Douglas.  On  the  other  hand,  when  you  come  to  the  North- 
east, for  the  mines  in  the  orioinal  Pocahontas  group,  which  is  $1 .40 
to  Norfolk,  and  the  Norfolk  &  Western  extended  its  groups,  coming 
right  down  toward  the  Black  Mountain  and  Appalachian  group, 
and  drew  a  line  so  as  to  take  in  the  mines  of  the  Virginia  Iron,  Coal 
&  Coke  Co.  and  to  give  them  the  same  rates  that  the  Pocahontas 
field  had  70  miles  farther  away.     Is  that  right  ? 

Mr.  Dulaney.  That  is  right. 

Mr.  Douglas.  So  that  in  going  northeast  they  had  the  advantage 
of  all  the  other  mines  in  the  Appalachian  group,  and  coming  south- 
east and  going  northwest  and  every  other  direction  they  had  the 
same  rate,  though  farther  away  ? 

Mr.  Dulaney.  You  have  got  your  names  a  little  mixed. 

Mr.  Douglas.  What  names?  I  am  referring  to  the  Appalachian 
group  and  Pocahontas. 

Mr.  Dulaney.  So  as  to  reach  Norton,  and  in  that  way  include 
two  mines  belonging  to  the  Virginia  Iron,  Coal  &  Coke  Co.,  and 
those  two  mines  represent  possibly  two-thirds  or  the  output  of  the 
Virginia  Iron,  Coal  &  Coke  Co. 

Mr.  Douglas.  And  yet  they  are  remaining  in  the  Appalachian 
group. 

Mr.  Dui.aney.  Certainly;  I  have  said  '4apped  over."  They  did 
not  wipe  out  the  Appalachian  group,  but  left  them  in  two  groups. 
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Cliey  can  ship  to  the  South  just  as  we  do — just  as  the  Black  Mounr 
iain,  and  they  can  ship  to  tidewater  on  the  lowest  tidewater  rate 
[rem  that  section. 

Mr.  Thom.  I  think  it  ought  to  be  pointed  out  to  the  committee  that 
Toms  Creek  and  Norton  are  on  the  Norfolk  &  Western  Ralh-oad  lines, 
and  these  other  parts  of  the  Appalachian  group  are  not  on  the  Norfolk 
&  West-em. 

Mr.  DoFGLAS.  That  is  a  matter  of  argument. 

Mr.  Thom.  That  is  a  fact;  I  am  not  arguing. 

Mr.  Douglas.  Of  course,  we  want  the  facts  for  the  pubhc;  that  is 
true. 

Senator  Smith  of  Michigan.     Then  the  rates  were  the  same  ? 

Mr.  Douglas.  Yes;  for  those  two  groups. 

Senator  Smith  of  Michigan.     Yes,  sir. 

Mr.  Douglas.  Now,  how  were  they  to  the  so-called  Thacker  ? 

Mr.  DuLANEY.  That  is  not  in  that  same 

Mr.  Douglas  (interrupting).  No;  it  is  right  to  the  north  of  it. 

Mr.  RixEY.  Senator,  tne  Tnacker  group  is  in  the  Norfolk  &  Western 
&  Western  conference:  Pocahontas,  Thacker.  Those  groups  take  a 
differential  over  Pocahontas. 

Mr.  Lyon.  East-b3und  coal? 

Mr.  RixEY.  East-bound  coal;  yes,  sir. 

Mr.  Lyon.  West-bound  coal  takes  a  differential  under  Pocahontas  ? 

Mr.  RiXEY.  West-boimd  coal  takes  a  differential  under  Pocahontas. 

Mr.  DuLANEY.  You  wanted  to  know  how  far  Thacker  was  away  ? 

Senator  Smith,  of  Michigan.  No;  I  wanted  to  know  if  the  same 
general  rate  applied  to  those  fields  that  appUed  to  the  Pocahontas  and 
the  Applachian  field  ? 

Mr.  DuLANEY.  Not  to  the  Appalachian.  I  have  Just  explained 
that  our  mines  in  the  Appalachian  field  take  a  differential  of  34 
cents. 

Senator  Smith,  of  Micliigan.  Oh,  yes;  I  kept  that  in  mind. 

Mr.  DuLANEY.  Going  east. 

Mr.  Lyon.  Senator,  down  as  far  as  Norton  they  take  the  Poca- 
hontas rates  eastbound.  Norton,  on  the  Norfolk  &  Western,  is  a; 
part  of  the  Pocahontas  field. 

Mr.  DuLANEY.  I  conclude  this  subject. 

Mr.  RiXEY.  Just  one  minute,  please.  Is  it  not  a  fact  that  the  coal 
from  Norton  and  Toms  Oreek  to  tidewater,  Virginia,  is  handled 
entirely  by  the  Norfolk  &  Western  Railroad,  and  the  coal  from  Black 
Moxmtain  district  through  Norton  is  handled  by  the  two  roads — not 
simply  by  the  Norfolk  &  Western  Railroad  ? 

Mr.  Douglas.  We  will  go  into  that  later. 

Mr.  RiXEY.  Is  it  true  ? 

Mr.  DuLANEY.  That  is  true.     Now,  may  I  proceed  ? 

Mr.  Douglas.  Let  us  proceed  with  this  testimony  and  raise  those 
questions  at  the  proper  time. 

Mr.  DuLANEY.  I  just  wanted  to  finish  the  point  I  was  making.  . 

The  Chairman.  Proceed. 

Mr.  DuLANEY.  I  was  bringing  in  these  facts  to  show  the  method 
that  has  been  resorted  to  in  our  field  in  order  to  estabUsh  rates,  to 
show  the  combination  between  the  trust  mines  and  the  railroads  to 
obliterate  the  few  remaining  independent  mines.  I  point  out  to  you 
&  condition  that  is  absolutely  impossible  so  far  as  the  Black  Mountain 
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field  is  concerned.  It  is  impossible  to  ship  coal  out  of  the  I 
Tilountain  field  against  the  differentials  that  exist  and  compel 
a  profit.     That  means  we  have  to  quit. 

I  introduced  this  subject  this  morning  for  that  particular  pur] 
Then,  I  want  to  emphasize  the  conditions  that  have  been  oro 
about  in  the  manner  which  I  have  pointed  out — the  condition 
the  field  is  in  to  day.  I  won't  refer  to  this  matter  again  unless 
called  up  by  some  of  you  gentlemen.  I  felt  that  I  had  a  right  to 
sent  the  exact  condition  of  the  field  in  which  I  am  interested  wh 
was  discussirg  all  these  other  matters  that  pertain  to  the  public  2 

Mr.  Douglas.  Mr.  Dulai  ey,  is  the  Black  Mountain  field  a  very  I 
field,  a!!d  is  there  much  coal  there  ? 

Mr.  DuLANEY.  Well,  it  represents  in  our  country  a  great  dei 
money,  over  $5,000,000. 

Mr."  Douglas.  How  many  seams  ot  coal  in  that  property  ?    It 
take  a  moment  to  call  attention  to  that. 

Mr.  DuT.ANEY.  It  represents  an  actual  outlay  ol  over  $5,000, 
1  can  not  give  the  exact  amount. 

Senator  Poindexter.  Can  you  give  some  idea  of  the  amoun 
coal? 

Mr.  Douglas.  That  is  what  I  wanted. 

Mr.  DuLANEY.  I  can  furnish  a  report. 

Mr.  Douglas.  Just  give  it  generally,  Mr.  Dulaney. 

Mr.  DuLANEY.  The    last    report    made    by    Engineer    Elliot, 
Birmingham,  shows  the  coal  tnere  now  available  to  the  railroad 
over  500,000,000  tons.     On  the  $5,000,000  investment,  before  it  v; 
pay  any  return  at  all,  we  should  be  permitted  to  ship  2,000,000 
This  is  a  leasehold  company,  and  it  only  receives  10  cents  a 
The  total  output  year  before  last  was  nearly 

Senator  Smith  of  Michigan.  Is  this  the  Black  Mountain  ? 

Mr.  DuLANEY.  Yes.  The  total  Black  ilountain  field  outpi 
vear,  the  year  1913,  was-  40,000  or  50,000  less  than  it  was  th 
before.     The  total  output  is  not  over  450,000  tons. 

Mr.  Douglas.  Of  the  whole  field,  exclusive  of  the  Virgini; 
Coal  &  Coke  Co.  ? 

Senator  Smith  of  Michigan.  How  was  it  in  prior  years  ? 

Mr.  DuLANEY.  You  see  it  is  a  new  field. 

Senator  Smith  of  Michigan.  But  in  the  two  years  before  ? 

Mr.  DuLANEY.  In  1910  it  reached  the  biggest  tonnage  it  ev 
About  40,000  more  than  last  year. 

Senator  Smith  of  Michigan.  1912,  you  mean? 

Mr,  Dui.ANEY.  1912;  yes,  sir. 

Senator  Smith  of  Micnigan.  It  reached  the  highest  point 

Mr.  DuLANEY.  Yes,  sir. 

Senator  Smith  of  Michigan.  How  was  it  in  1911  ? 

Mr.  DuLANEY.  I  think  1  can  give  you  that.     I  \\nll  furn 
exhibit  on  that.     I  did  not  know  that  subject  would  come 

Senator  Smith  of  Michigan.     It  is  not  very  necessary. 
letting  another  thought  run  in  my  mind. 

Mr.  DuLANEY.  For  the  last 

Senator  Smith  of  Michigan  (interposing).  That  is,    ^ 
^fljye  of  sales  might  be  due  to  a  general  shrinkage 

--^  Qituation  which  arose. 
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Mr.  DuLANEY.  I  have  prepared — I  did  not  suppose  we  would  get 
to  that  to-day — in  making  another  point  to  give  tne  growth,  a  state^ 
ment  of  five  years'  growth  of  all  those  operations  m  that  distric^i 
The  growth  of  our  field  in  the  four  years  it  has  really  been  doing  busi- 
ness shows  no  increase  after  the  second  .year,  as  I  recall  it.  The 
growth  of  our  nearest  neighbor,  the  Wentz  Co.,  for  five  years  was  116 
per  cent,  and  the  growth  of  the  Virginia  Iron,  Coal  &  Coke  Co.,  as  J 
recall  it,  was  97  per  cent,  where  the  favors  are  shown  in  the  matter 
of  rate  making. 

Senator  Smith  of  Michigan.  Is  it  favors  ?  Do  you  want  to  insist 
it  is  ''favors''  or  that  it  is  management? 

Mr.  DuLANEY.  I  insist  it  is  favors. 

Senator  Smith  of  Michigan.  And  the  same  situation  exists  within  a 
distance  of  five  blocks  in  Detroit,  where  one  concern's  increase  has 
been  250,000  per  cent,  and  the  others  only  run  on  along  about  10 
per  cent. 

Mr.  DuLANEY.  I  would  like  later  to  present  the  exhibit,  when  t 
come  to  it,  covering  those  facts. 

Mr.  Ayers.  The  rates  have  been  increasing  all  the  while,  have  ihegi 
not  ? 

Mr.  DuLANEY.  Shall  we  proceed  ? 

Mr.  Douglas.  Yes;  we  will  proceed. 

Senator  Smith  of  Michigan.  That  is  a  fair  question;  let  us  have  the 
answer.     Was  it  the  same  rate  ? 

Mr.  DuLANEY.  I  have  just  explained  that  very  frankly. 

Mr.  Ayers.  In  the  Appalachian  field  you  had  a  10  per  cent  that  you 
have  explained  that  you  were  reUeved  of  by  the  Southern,  and  since 
that  have  you  not  enjoyed  the  same  rate  on  every  ton  you  ship  froift 
the  Appalachian  field,  which  you  speak  of  as  having  increased  its 
output? 

Air.  DuLANEY.  I  stated  that,  sir;  then  I  stated  how  the  other 
operators  were  compensated  eventually. 

Senator  Smith  of  Michigan.  But,  as  a  matter  of  fact,  is  that  cor^ 
rect? 

Mr.  DuLANEY.  That  is  a  fact  now. 

Mr.  Douglas.  You  mean  on  the  face  of  the  record  ? 

Mi\  DuLANEY.  On  the  face  of  the  record. 

Mr.  Douglas.  There  are  no  other  operatoi^  —Mr.  Lyon  says  it  is 
not  correct  —  interested  in  the  Vii'ginia  Iron,  Coal  &  Coke  Co.,  and  the 
people  who  were  affected  by  the  differential;  is  that  correct? 

Mr.  DuLANEY.  That  is  right. 

Mr.  RiXEY.  What  differential  ? 

Mr.  Douglas.  The  differential  in  the  Andys  Ridge  case.  [To  Mr. 
Dulaney:!  What  were  you  going  to  say? 

Mr.  Dulaney.  I  was  going  to  say  the  Virginia  Iron  Coal  &  Coke  Co, 
at  Toms  Creek  had  a  rate  of  $1.40  to  tidewater  and  that  the  Black 
Moimtain  had  a  rate  of  $1.74  to  tidewater. 

Mr.  Douglas.  The  Toms  Creek  and  the  Bla:  k  Mountain  field  have 
the  same  rate  to  the  southeast,  but  it  has  not  the  same  rate  to  the 
tidewater. 

Senator  Smith  of  Michigan.  I  did  not  undci^stand  that  to  be  the 

auestion.     The  question  wa^  that  after  the  volume  shrunk,  whether 
.e  rate  had  chanjj^ed  in  any  way. 
Mr.  Douglas.  And  I  said  whether  they  had  the  same  rate. 
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'  Senator  Smith  of  Michigan.  I  did  not  understand  it  tfcat  way. 

Mr.  Douglas.  That  was  the  question  and  that  was  the  question  I 
was  addressing  myself  to. 

'  Mr.  DuLANEY.  i  stated  at  the  very  beginning  that  the  Appa^ 
lachian  rale  for  southern  shipments  was  the  same  to  all.  That  was 
One  of  the  first  statements  I  made.  Then  I  proceeded  to  explain  how 
these  two  operators  who  had  served  as  witnesses^  and  so  on,  in  the 
Andys  Ridge  case  had  received  the  benefits  of  large  orders  imme- 
diately following. 
''■  Senator  Smith  of  Michigan.  Let  us  proceed. 

Mr.  Thom.  I  want  to  make  a  short  statement  in  reply  to  Mr.  Lyon. 
This  Toms  Creek  district  is  on  the  Norfolk  &  Western  Railroad.. 
'  Mr.  Lyon.  And  the  Virginia  &  Southwestern. 

Mr.  Thom.  And  the  Virginia  &  Southwestern,  and  the  Black 
Mountain  field  is  not  on  the  Norfolk  &  Western  Railroad.  You 
would  not  get  coal  from  Black  Mountain  to  the  Norfolk  &  Western 
Railroad  without  having  to  pay  any  intervening  road  to  carry  it 
there,  and  those  mines  not  being  on  tne  Norfolk  &  Western  road  and 
the  fact  that  the  Norfolk  &  Western  Co.  has  mines  on  its  own  road, 
a  rate  which  it  will  not  participate  in  when  brought  from  other  car- 
riers is  a  matter  that  is  being  discussed  and  commented  on  and 
criticized. 

■'■'  Mr.  Douglas.  I  want  to  make  this  objection,  Mr.  Chairman  and 
gentlemen,  that  the  testimony  of  this  witness  and  other  witness, 
ought  not  to  be  interspersed  with  statements  and  arguments  and  sug- 
gestions  of  this  character.    They  are  irregular. 

The  Chairman.  That  is  true  in  a  way,  yet  it  has  been  done  on  both 
sides. 

Mr.  Thom.  I  did  not  do  it  until  Mr.  Lyon  began  it. 

Mr.  Douglas.  I  shall  object  from  now  on. 

The  Chairman.  Go  ahead;  they  can  cross-examine. 

Senator  Smith  of  Michigan.  It  is  rather  illuminating,  if  it  is 
irregular. 

Tlie  Chairman.  I  think.  Senator,  we  will  get  along  more  rapidly 
without  interruptions. 

Senator  Smith  of  Michigan.  I  do,  too. 

Mr.  Douglas.  Mr.  Dulaney,  how  long  have  you  known  Mr.  Ber- 
windandMcHarg? 

Mr.  Dulaney.  Since  1898.  I  became  acquainted  with  them  in 
connection  with  the  organization  of  the  Virginia  Iron,  Coal  &  Coke 
Co.  and  the  Virginia  &  Southwestern  Railway  Co. 

Mr.  Douglas.  Were  they  on  the  board  of  directors  of  those  com- 
panies with  you  at  the  time  of  organization  ? 

Mr.,  Dulaney.  Mr.  Berwind  was,  but  Mr.  McHarg  did  not  become 
a  director  imtil  a  year  or  two  later. 

Mr.  Douglas.  Was  Grant  B.  Schley  on  the  board  of  these  com- 
panies? 

Mr.  Dulaney.  Yes;  in  both  companies. 

Mr.  Douglas.  Were  those  gentlemen  intimate  friends  or  interested 
in  different  projects  together,  business  enterprises? 

Mx.  Dulaney.  Very  mtimate  friends,  and  interested  in  business 
matters  together.  Mx.  Schley  is  Mr.  George  F.  Baker's  brothe»^ 
in-law. 
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Mr.  Douglas.  Were  these  gentlemen  intimate  friends  of  Mr. 
Baker? 

Mr.  DuLANEY.  They  were  reputed  to  be,  although  I  was  not  ac- 
quainted with  Mr.  Baker  personally. 

Senator  Smith  of  Michigan.  Is  that  George  F.  Baker? 

Mr.  Douglas.  It  is  George  F.  Baker  he  is  talking  about.  Do  you 
know  what  kind  of  a  man  Mr.  Baker  is  ? 

Mr.  DuLANEY.  I  have  heard  him  sp(  ken  of  hj  his  friends  as  a  very 
accommodating  gentleman.  Judging  from  his  testimony  in  the 
Money  Trust  mvestigation  he  seems  to  be  both  good-natiu'ed  and 
accommodating;  and  to  be  interested  in  many  thmgs  that  he  does 
net  know  or  care  much  about.  For  instance,  on  page  1521,  when 
asked  '^Why  should  you  be  a  voting  trustee  and  vote  anybody  slse's 
stock,"  he  replied,  ^*I  think  probably  Mr.  Morgan  and  Mr.  Homing 
asked  me  to  do  it,  and  I  was  too  g^od-natured  to  refuse;"  and  on  page 
1533  he  ciuld  not  tell  *h*ust  how  long"  he  had  been  a  trustee  oi  the 
Southern  Railway,  and  he  could  ni.,t  recollect  whether  he  was  ^* con- 
cerned in  its  reorganization." 

As  Exhibit  No.  8  to  my  testimony  I  present  extracts  from  Mr. 
Baker's  testimony — Mmey  Trust  investigation,  page  1523 — to  show 
that  he  was  voting  trustee  of  the  Southern  Railway  Co.  stock,  and 
bow  much  attention  he  gave  to  that  office. 

(Fxhibit  No.  8  is  submitted  by  the  witness  in  words  and  figures 
as  follows:) 

ExHiBrr  No.  8. 
[Extract  from  George  F.  Baker's  testimony,  Money  Trust  investigation,  page  1523.] 

Mr.  Untermeyer.  You  are  also  a  voting  trustee,  are  you  not,  of  the  Southern 
Railwav? 

Mr.  Baker.  Yes,  sir. 

Mr.  Untermeyer.  Who  are  your  cotrustees  there? 

Mr.  Baker.  Mr.  Morgan  and  Mr.  Lanier. 

Mr.  Untermeyer.  Mr.  J.  P.  Morgan? 

Mr.  Baker.  Yes. 

Mr.  Untermeyer.  How  long  has  that  voting  trust  been  in  existence? 

Mr.  Baker.  For  a  number  of  years.    I  could  not  tell  you  just  how  long. 

Mr.  Untermeyer.  Are  you  a  director  in  the  Southern  Railway? 

Mr.  Baker.  No,  sir. 

Mr.  Untermeyer.  You  are  just  a  voting  trustee? 

.  Mr.  Baker.  Yes,  sir. 

Mr.  Untermeyer.  Were  you  concerned  in  the  reorganization  of  the  road? 

Mr.  Baker.  I  could  not  tell  you. 

Mr.  Untermeyer.  Was  it  not  J.  P.  Morgan  &  Co.? 

Mr.  Baker.  I  suppose  so.    I  expect  it  was. 

Mr.  Untermeyer.  .  Is  that  your  recollection? 

Mr.  Baker.  Yes. 

Mr.  Untermeyer.  At  any  rate,  they  own  and  control  the  road,  do  they  not? 

Mr.  Baker.  Yes. 

Mr.  Untermeyer.  And  they  do  the  Chicago  Great  Western,  under  thia  voting 
trust? 

Mr.  Baker.  Yes. 

Mr.  Untermeyer.  Since  1894  have  you  been  exercising  the  prerogatives  of  the 
BtocUiolderB  in  voting  that  stock? 

Mr.  Baker.  The  Southern? 

Mr.  Untermeyer.  Yes. 

Mr.  Baker.  Yes,  sir. 
'  Mr.  Untermeyer.  Have  you  had  any  meetings  of  the  voting  trustees? 

Mr.  Baker.  Very  informal  ones. 

Mr.  Untbbmbybb.  How  frequently  have  they  met  since  1894? 
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Mr.  Baker.  Probably  they  would  not  meet  more  than  once  a  year. 

Mr.  Untermeybr.  Have  they  met  once  a  year? 

Mr.  Baker.  Not  to  come  together  in  a  formal  meeting;  no. 

Mr.  Untermeyer.  How  have  they  met  in  this  informal  way  that  you  intimate? 

Mr.  Baker.  When  we  come  together,  we  speak  of  it;  talk  of  it. 

Mr.  Untermeyer.  You  talk  about  that,  at  least? 

Mr.  Baker.  Yes,  sir. 

Mr.  Untermeyer.  You  have  never  talked  about  the  Chicago  Great  Western  as  to 
who  should  bo  the  directors? 

Mr.  Baker.  I  think  I  did  talk  with  Mr.  Steele  one  time;  not  with  the  other  mem- 
bers. 

On  page  1521  Mr.  Baker  was  asked,  *'  Why  should  you  be  a  voting  trustee  and  vote 
every Dody  else's  stock? 

Mr.  Baker.  I  think  probably  Mr.  Morgan  and  Mr.  Fleming  asked  me  to  do  it,  and 
I  was  too  good-natured  to  refuse. 

On  page  1522: 

Q.  On  whom  do  you  rely  in  signing  papers  of  that  kind  where  you  are  constituted 
a  voting  trustee? — A.  (Mr.  Baker.)  I  would  rely  in  that  thing  on  Mr.  Morgan  and 
Mr.  Fleming  very  decidedly. 

The  question  under  consideration  was  the  giving  of  proxies  by  the  voting  trustees 
to  vote  the  stock  at  annual  meetings  when  the  directors  were  elected. 

Mr.  Douglas.  How  many  years  have  you  been  engaged  in  develop- 
ment work  in  your  section;  that  is,  in  Virginia  and  Tennessee? 

Mr.  DuLANEY.  In  some  degree  for  30  years.  It  has  been  my  chief 
occupation  for  probably  20  years. 

Mr.  Douglas.  Have  you  constructed  any  railroads  now  used  for 
carrying  coal  ? 

Mr,  DuLANEY.  Yes.  I  was  president  of  two  during  the  period  of 
their  construction,  and  provided  the  funds  to  build  them:  First, 
the  Bristol,  Elizabethton  &  North  CaroUna  Raiboad,  and  second,  the 
Black  Mountain  Railroad,  and  they  both  are  now  parts  of  the  Vir- 
ginia &  Southwestern  Railway. 

Senator  Smith  of  Michigan.  What  parts  ? 

Mr.  DuLANEY.  The  short  black  Une  that  nms  into  Black  Mountain 
field.     Do  you  see  it  on  the  map  [indicating]  ? 

Senator  Smith  of  Michigan.  From  Spears  Ferry? 

Mr.  DuLANEY.  No,  sir. 

Senator  Smith  of  Michigan.  You  mean  from  Inman  ? 

Mr.  DuLANEY.  From  that  point  [indicating]. 

Mr.  Douglas.  Just  show  where  that  road  runs. 

Mr.  DuLANEY.  The  Bristol,  Elizabethton  &  North  Carolina  Rail- 
road  is  the  original  Tennessee  division,  which  has  been  since  extended 
by  the  Virginia  &  Southwestern. 

Senator  Smith  of  Michigan.  You  believe  that? 

Mr.  DuLANEY.  Yes. 

Senator  Smith  of  Michigan.  From  Bristol  to  Bluff  City? 

Mr.  DuLANEY.  From  Bristol,  EUzabethton,  and  a  point  beyoac 
Elizabethton. 

Mr.  Lyon.  The  old  line  of  the  V.  &  S.  W.  extends  up  to  here  [indi 
eating  on  the  map],  and  this  is  what  is  known  as  the  ''cut-off.'' 

Senator  Smith  of  Michigan.  Where  is  their  other  road? 

Mr.  Lyon.  What  other  road  ? 

Senator  Smith  of  Michigan.  The  so-called  Black  Moxmtain  road  ? 

Mr.  Lyon.  That  is  in  here. 

Mr.  Thom.  How  much  railroad  did  the  Virginia  &  Southwestern 
build  in  order  to  shut  that  Black  Mountain  district  up  ? 

Mr.  Douglas.  Are  you  on  the  witness  stand? 
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The  Chairman.  Let  the  witness  proceed. 

Mr.  Lyon.  I  thought  that  question  was  asked  me  to  point  out  where 
the  road 

Mr.  Thom.  I  am  not  objecting.  I  was  just  asking  you  to  supple- 
ment your  statement. 

Mr.  Douglas.  If  any  inference  is  to  be  drawn  from  that  incrimina- 
tory question 

The  Chairman.  That  is  all  entertaining,  but  we  \yant  to  hear  testi- 
mony.    Let  Mr.  Dulaney  proceed. 

Mr.  Douglas.  I  submit  both  in  the  economy  of  time  and  the  eluci- 
dation of  this  matter  and  the  effort  on  Mr.  Thom's  part  to  inject  other 
things  into  this  foreign  to  what  we  are  talking  about  is  not  elucidating 
nor  uluminating. 

Mr.  Thom.  1  am  sorry  you  do  not  think  it  is. 

Mr.  Douglas.  I  am  going  to  object  to  it  as  a  waste  of  time. 

Mr.  Thom.  I  hope  you  will  give  an  illuminating  opinion  on  that 
subject. 

The  Chairman.  Go  ahead. 

Mr.  Douglas.  Go  ahead,  Mr.  Dulaney — you  have  finished  ? 

Mr.  Dulaney.  Yes. 

Mr.  Douglas.  In  your  former  testimony  before  the  Naval  Com- 
mittee, April  23  last,  you  spoke  of  ha^dng  had  something  to  do  with 
the  organization  of  the  Virginia  &  Southwestern  Railway  Co.  and 
the  Virginia  iron,  Coal  &  (  oke  Co.  When  were  these  companies 
organized  and  what  was  their  relation  ? 

Mi.  Dulaney.  They  were  organized  in  February,  1899.  The  Vir- 
ginia Iron,  Coal  &  Coke  Co.  owned  all  the  stock  and  all  the  bonds  of 
the  railway  company,  amounting  to  $1,000,000  each,  at  par  value. 
At  the  time  of  its  organization,  the  Virginia  &  Southwestern  Railway 
Co.  took  over  the  Bristol,  Eli^abethton  &  North  (Carolina  Railway 
and  the  South  Atlantic  &  Ohio  Railroad ;  and  later  built  extensions 
and  acquired  the  Black  Mountain  Railroad. 

Mr.  Douglas.  When  were  these  component  railroads  constructed? 

Mr.  Dulaney.  The  first  two,  pnor  to  1897.  The  Black  Mountain 
Railroad  was  constructed  between  1903  and  1905. 

Mr.  Douglas.  What  position  did  you  hold  in  the  Virginia  Iron, 
Coal  &  Coke  Co.  and  the  Virginia  &  Southwestern  Railway  Co. 

Mr.  Dulaney.  I  was  a  director  in  each  and  the  vice  president  of 
the  Virginia  Southwestern  Railwav  Co.  from  their  organization  until 
July  27,  1900. 

Mr.  Douglas.  Who  were  some  of  the  large  subscribers  to  the  stock 
of  the  Virginia  Iron,  CoaJ  &  Coke  Co.  when  it  was  organized  ? 

Mr.  Dltlaney.  Some  of  them  were  Moore  &  Schley,  J.  P.  Morgan  & 
Co.,  Oakleigh  Thorne,  Manhattan  Trust  Co.,  StroDg,  Sturgis  <y  Co., 
and  others.  I  present  here  a  complete  list  of  all  the  subscribers  at 
the  time  of  organization,  marked  ^^Exhibit  9,''  to  my  deposition. 

The  Chairman.  You  want  to  file  that  now? 

Mr.  Dulaney.  I  do. 

The  Chairman.  Do  you  want  to  file  exhibit  ''A'^  you  refer  to  ? 

Mr.  Dulaney.  I  thought  T  filed  it. 

The  Chairman.  You  will  file  exhibit  ^'A''  to  exhibit  9? 

Mr.  Dulaney.  Thank  you,  sir. 

(Exhibit  9  here  submitted  is  in  words  and  figures  as  follows:) 
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Virginia  Iron,  Coal  ds  Coke  Co.  subscribers. 


Name. 


John  Munroe  &  Ck) 

John  J. '.  rhite 

WIlUamDick 

J.  M.  Hartshome 

Chauncey  Bros.  &  Co 

RB.  Dohl^ren 

WilUim  H.  Duff 

WiUiim  N.  Cohen , 

Richard  Limburger , 

A.  T.  Sulll\ran 

Arthur  Sewell 

Rogers,  B ro wn  &  Co 

W.  T.  Schley 

H.  V*".  Cannon,  agent 

H.  W.  Cannon 

J.  T.MUls,jr 

Baring.  M  igoun  &  Co 

Heid^loach,  Ickelheimer  &  Co 

W.  S.  Gurnee 

W.  C.  :  'hltney 

Strong,  Sturges  &  Co 

D.  A.  Keller 

P.  8.  Smithers&Co 

M.  Leopold 

C.  L.  F.  Robinscn 

Sidney  Dillon  Ripley 

Oaklelgh  Thome ^ 

W.  H.  Porter 

J^ondon  &  New  York  Investment  Corporation. 

D.  D.  '.7eschler 

Robert'".  Emmons,  2d.. 

It.  von  Hoffman  &  Co 

Alex.  M.  Curtlss 

H.  P.  Frothingham 

A.  H.  Paget 

p.  P.  Goldschmidt  <&  Co 

Morton  Bliss  &  Co 

Post  &  Flagg. 


Address. 


P.  Lorillard,  jr 

E.  R.  Morse  &  Bro. . . 
P.  H.  Prince  &  Co... 
J.  P.  Morgan  &  Co... 

Theo.  F.     ood 

C,  M.     amer 

Ervin  &  Co 

Toland  Bros.  &  Co... 
Manhattan  Trust  Co. 

J.  B.  Mott 

Payne,     ebber  &  Co 

Joe  Clark 

R.  A.  Fliess 

Hambleton  &  Co 

Kuhn,  Loeb  &  Co 

John  B.  Jackson 

A.  G.  Paine 

John  A.  Rutherford. . 

Norman  6.  Ream 

C.  Adolphe  Low 

George  A.  Low 

George  Arents 

H.  0.  Seixas 

J.  Jay  Nestell 

P.  T.Adams  &  Co... 
Moore  &  Schley 


32  Nassau  Street,  New  York 

62  Broadway,  New  York 

82  Broadway,  Brooklyn,  N.  Y 

300Madison  Avenue,  New  York 

96  Broadway,  New  York 

80  Broadway,  New  York 

do 

22'.'illiam  Street,  New  York 

44  vraU  Street,  New  York 

329  Broadway,  New  York 

Bath,  Me 

71  Broadway,  New  York 

150  Broadway,  New  York 

83  Cedar  Street,  New  York 

do 

do 

16 '.Vail  Street,  New  York 

27  T.'illiams  Street,  New  York 

80  Broadway,  New  York 

2  '.Vest  Fifty-seventh  Street,  New  York , 

30  Broad  Street,  New  York 

Ill  Fifth  Avenue,  New  York 

32 '.7aU  Street,  New  York 

1905  Park  Avenue,  Philadelphia,  Pa 

1  Broadway,  New  York , 

Care  F.  L.  Eldridge,  Knickerbocker  Trust  Co. 

43  Cedar  Street,  New  York , 

Chemical  National  Bank,  New  York 

18 '.:all  Street,  New  York 

Erie,  Pa , 

Care  of _E.  R.  Morse  &  Bro.,  Boston 

28  F.xchange  Place,  New  York 

Buffalo,  N.Y 

2'.  'all  Street,  New  York 

80  Broadway,  New  York 

40  Exchange  Place,  New  York 

38  Nassau  Street,  New  York 

15  Broad  Street,  New  York 

Ill  Fifth  Avenue,  New  York 

B oston.  Mass 

do 

'  all  and  Broad  Streets,  New  York... 

49  Broadway,  New  York 

Syracuse,  N.  Y 

Philadelphia,  Pa 

do 

I  Nassau  Street,  New  York 

Aiken,  S.  C 

Boston,  Mass r 

Lexington,  Ky 

201  '"est  Sixty-fifth  Street, New  York 

Baltimore,  Md 

27  Pine  Street,  New  York 

Pittsburgh,  Pa 

41  Park  Row,  New  York 

I I  illiams  Street,  New  York 

Chicago,  111 

41  Liberty  Street,  New  York 

do 

509     est  Twenty-second  Street,  New  York 

24  Broad  Street,  New  York 

do 

10     all  S  treet.  New  York 

80  Broadway,  New  York 


Amount. 


$100.  ooa 

50,000 
20,000 
20,000 
10,000 
50,000 
20,000 

20,  ooa 

50,000 
25,000 
10,000 
25,000 
30,000 

100,000 
50,000 
25,000 

100.000 
50,000 

200.000 

200,000 

100.000 
10,000 
50.000 
10,000 
25,000 
25,000 
25.000 
25,000 
50,000 
10,000 
20,000 
50,000 
10,000 
10,000 

100,000 
40,000 

IGO.OOO 
20,000 
10.000 

100,000 

125,000 

100,000 

5,000 

30,000 

150,000 
25,000 

100,000 
50,000 

200,000 

50,000 

10,000 

25,000 

50,000 

10,000 

50,000 

5,000 

25,000 

10,000 

10,000 

10,000 

7,500 

6,000 

50,000 

452,500 


3,500,000 


Mr.  Douglas.  Well,  go  on,  Mr.  Dulaney.     Who  were  some  of  the 

Srominent  or  dominant  dkectors  of  this  company,  the  Virginia  Iron, 
oal  &  Coke  Co.  ? 

Mr.  Dulaney.  While  I  was  a  member  of  the  board  two  members 
dominated  the  policy.  They  were  Grant  B.  Schley,  brother-in-law  of 
George  F.  Baker,  and  E.  J.  Berwind.  Later  H.  K.  McHarg  became  a 
member  of  the  board. 
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tnis- 


Mr.  Douglas.  The  names  of  Berwind,  McHarg,  and  George  F. 
Baker  do  not  appear  on  the  subscription  list  marked  "Exhibit  9"  to 
your  deposition.  How  could  any  of  them  act  as  directors?  And 
were  they  largely  interested  ? 

Mr.  DxjijiNEY.  I  make  no  attempt  to  explain  how  or  why  any  of 
them  acted  as  directors.  Mr.  Schley  gave  me  to  understand  that 
ihey  all  had  large  interests.  Mr.  Baker  was  not  on  the  board,  but 
Scmey  frequently  consulted-  him  over  the  phone  about  the  affairs  of 
the  company.  I  present  as  ''Exhibit  10 ''  to  my  testimony  a  list 
of  stockholders  as  of  February,  1900. 

Mr.  Douglas.  We  offer  that  exhibit  in  evidence,  and  I  will  proceed. 

Mr.  DuLANEY.  Shall  that  be  presented  ? 

The  Chairman.  Yes. 

(Exhibit  10  here  submitted  is  in  words  and  figures  as  follows:) 

List  of  the  stockholders  of  the  Virginia  IroUy  Coal  &  Coke  Co.y  and  number  of  shares  held 

by  eachf  as  of  February  28 y  1900. 

M.  M.  Armtitrong 50 

Geoige  W.  Allen 10 

Mariah  F.  Van  Antwerp 45 

Allen,  Wood&  McGraw 52 

Alfred  S.  Brown 26 

E.  C.  Bamum 3 

Elizabeth  E.  Boee 11 

Archer  Brown 16 

Carolina  Bishop 17 

Baring  Magown  &  Co 500 

George  T.  Barnes 83 

H.P.Chilton 11,020 

Edmund  R.  Colwell 5,750 

Henry  Clews  &  Co 33 

E.  R.  Chapman 5 

M.  D.  Chapman 5 

John  W.  Curtis 25 

George  L.  Carter 16, 400 

6eors:e  F.  Casilear 467 

Chauncey  Bros.  &  Co 1,930 

E.  0.  Chase 3 

JohnB.  Colton 3 

B.  L.  Dulaney 949 

J.W.  Davis&Co 260 

J.Doddridge 750 

Wm.  Dick 200 

Wm.  F.  Doepke 35 

Bella  F.  Duntan 1 

W.J.  Duane 500 

Casper  H.  Eicks 225 

Kobt.  W.  Emmonds 200 

C.H.Eagle 11 

H.P.  Frothingham 100 

R.A.Fliess 70 

W.  Scott  Fitz 150 

T.  H.  Powers  Farr 62 

A.M.G.Farr 1 

Estate  of  Elizabeth  Ann  De  Ford .  9 

H.  P.  Goldschmidt  &  Co 235 

W.8.  Gumell 2,000 

^es  N.  Gamble 50 

fancesco  N .  Gamble 21 

Mary  E.  Gamble 21 

D.  B .  Gamble 22 

E.P.Gamble 24 


Jas.  N.  <fe  D.  B.  Gamble, 

tees  " 
J.  H.  Gri^'ei&' Co.*. *.".".'.'.'.".' ...v. 

W.  H.  Goodby 

R.  Gorman 

Heidelbach,  Ickelheimer  &  Co... 

J.  M.  Hortshome 

Samuel  Humes 

F.  K.  Huger 

Henry  Harbeck 

Isabella  B.  Hall 

W.  H.  Harris 

Charles  W.  Henry 

A.  Howard  Hinkle 

Thomas  W.  Joyce 

John  B.  Jackson 

Frank  R.  Johnson 

O.  P.  Jordan 

Milton  Knapp 

Kuhn,  Loeb  &  Co 

D.  A.  Keller 

Kilbreth  &  Farr 

Geo.  A.  Low 

Adolph  Low 

The  estate  of  Marks  Leopold 

Richard  Limburger 

E.  O.  licach 

John  Burling  Lawrence 

Mary  J.  Lyon 

Hannah  N.  Lawrence 

John  L.  Lawrence 

W.  H.  Ludlum 

C.  T.  Leonhardt 

Manhattan  Trust  Co 

Manhattan  Trust  Co.,  "trustees". 

Moore  &  Schley 

Deborah  H.  Mears 

E.  Rollins  Morse  &  Bro 

Jno.  Munroe  &  Co 

Morton,  Bliss  &  Co 

E.  L.  Marston 

W.  G.  Mendenhall 

GustavuB  Maas ■, 

Thompton  N.  Motley.. 

A.  Newbold  Morris 


23 

100 

50 

40 

250 

200 

10 

8 

37 

15 

1 

10 

81 

1,000 

100 

61 

40 

200 

200 

100 

5 

100 

100 

100 

500 

150 

15 

5 

5 

4 

500 

50 

3,500 

4,026 

13, 613 

19 

1,000 

1,000 

1,000 

50 

100 

5 

50 

200 
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Henry  Lewis  Morris 

J.  G.  McCuUough...... 

Theodore  McKay. ...'.. 

W.  M.  McCormick 

Robert  McCullough 

J.  Jay  Nestell 

Mrs.  S.  H.  Van  Nort... 

Helen  NicoU 

Gordon  Norrie 

F.  H.  Prince  &  Co 

Elliott  W.  Pratt 

Post  &  Flaggs 

Price  McCormick  &  Co. 

A.  G.  Paine 

Sidney  Dillan  Ripley . 
N.  B.  Ream , 


200 

250 

150 

10 

40 

50 

50 

23 

150 

450 

50 

50 

40 

50 

250 

250 

J.  A.  Rutherford 3,  681 


L.W.StockwelL... 100 

William  G.  Squier 56 

Edward  M.  Squier 57 

Charies  B.  Squier 2,  307 

A.  H.  Scribner S 

Theodore  B.  Starks 4 

The  SpauJding  &  Jennings  Co 150 

Herbert  K.  Twichell 1, 000 

Horatio  Tumbull 15, 400 

Toland*  Bros.  &  Co 50 

Mary  J.Tavlor 15 

Jas.D.Tate 10 

Theo.  F.  Wood 50 

Jno.  J.  White 500 

F.Waitz 1,000 


C.  M.  Warner 

D.  D.Weschler 

W.  P.  Washburn,  ''trustee". 

Ross  W.  Whistler 

J.  H.  Winkleman 

A. R.  Wells 


300 
100 
50 
15 
2 
100 


Total  number  of  shares 99,  995 


Rogers  Brown  &  Co 289 

Rabton  &  Bass 50 

Daniel  B.  Ruffner 10 

H.  O.Seixas 75 

Strong,  Sturgis  &  Co 1, 150 

Jas.  Strong '. 30 

W.T.Schley...,, 300 

Mr.  DuLANEY.  The  name  of  Morgan  &  Co.,  which  appears  in 
Exhibit  No.  9,  did  not  appear  on  this  list. 

Mf.  Douglas.  Well,  go  ahead. 

Mr.  DuLANEY.  I  asked  Mr.  Schley  about  it.  He  explained  that 
some  of  his  ''good  friends*'  preferred  that  their  names  should  not 
appear  as  stockholders,  and  called  my  attention  to  the  large  number 
of  shares  in  the  name  of  the  Manhattan  Trust  Co., ''  trustee/'  which  did 
not  explain  much,  but  it  afterwards  appeared  significant  as  illuminat- 
ing their  methods. 

Mr.  Douglas.  Was  the  Virginia  Iron,  Coal  &  Coke  Co.  considered 
a  modern  enterprise? 

Mr.  Dulaney.  Yes,  as  may  be  seen  from  Exhibit  9  and  Exhibit  10. 

Mr.  Douglas.  After  the  Southern  Railway  Co.  had  acquired  the 
Virginia  &  Southwestern  Railway  Co.  what  further  efforts  did  you 
make  toward  getting  the  coal  outlet  to  Charleston  ? 

Mr.  Dulaney.  I  pressed  the  matter  persistently,  and  President 
Finley  continued  to  make  encouraging  promises  for  probably  two 
years. 

Senator  Smith  of  Michigan.  Why  do  you  say  that  is  a  '^Morgan'' 
company?  I  do  not  see  any  very  large  subscription  on  his  part.  I 
see  he  subscribed  for  SI 00,000  worth  of  stock? 

Mr.  Dulaney.  Yes. 

Senator  Smith  of  Michigan.  And  there  are  other  very  prominent 
people:  Kiihn,  Loeb  c&  Co.  for  $50,000  and  $200,000.  Why  is  that 
called  a  '' Morgan''  company? 

Mr.  Dulaney.  You  are  asking  me  that  ? 

Senator  Smith  of  Michigan.  Yes;  whether  that  is  a  habit  or 
whether  it  is  the  truth. 

Mr.  Dulaney.  It  is  probably  both. 

Senator  Smith  of  Michigan.  No  doubt  you  mean  it  as  the  truth, 
but  I  wondered  just  what  you  based  it  on. 

Mr.  Dulaney.  I  based  it  on  this  fact:  Knowing  about  Morgan,  as 
shown  by  the  testimony  in  the  New  Haven  case,  it  pretty  clearly 
showed  that  anything  ne  is  in  at  all  he  generally  has  a  good  deal 
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to  do  with;  but  the  reason  I  would  give  was  simply  this:  You  take  the 
list  of  trust  companies  and  the  list  of  brokers,  and  you  find  that  when 
investigations  have  been  made  a  large  percentage  of  them  are  given  as 
*' Morgan ''institutions — afiiUated  with  Morgan  in  his  different  deals. 

Senator  Smith  of  Michigan.  All  right. 

Mr.  DuLANEY.  Such  as  Moore  &  Schley,  Strong,  Sturgis  &  Co., 
and  so  on. 

Mr.  Douglas.  Proceed,  Mr.  Dulaney. 

Mr.  Dulaney.  You  asked  in  regard  to  the 

Mr.  Douglas.  Take  up  a  new  subject,  and  that  is  the  Charleston 
situation. 

Mr.  Dulaney.  Finally  I  got  discouraged  at  nothing  but  promises, 
and  offered,  with  the  approval  of  the  Southern  Railway  Co.,  to  form 
a  company  to  build  and  operate  the  coal  docks  there,  but  that  propo- 
sition was  decUned  on  the  ground  that  the  docks  ought  tQ-be  owned 
by  the  carrier 

Mr.  Douglas.  Just  one  moment. 

Mr.  Chairman,  shall  we  continue  now  ?  It  is  half  past  12i  We  are 
taldnff  up  a  new  subject — the  question  of  the  Charleston  outlet.  I 
would  like  to  state  to  the  committee  that  the  receivership  ease  went 
off  for  yesterday  and  the  judge  was  unable  to  hear  it,  but  set  it  down 
for  half  past  2  this  afternoon;  and  I  would  like  to  ask,  if  it  is  not 
requesting  too  much,  for  the  committee  to  adjourn  now  until  to-mor- 
row mommg,  and  after  that  I  shall  be  without  any  court  engagements; 
and  if  the  committee  desires  to  sit  in  the  afternoon,  of  course  we  are 
ready  to  answer  your  call. 

(Itere  occurred  informal  discussion  as  to  hom-s  of  meeting  of  the 
subcommittee.) 

The  Chairman.  After  to-day  the  committee  will  meet  at  10  o^clock 
in  the  morning  and  sit  until  12,  then  adjourn  until  3  o^clock  in  the 
afternoon  and  sit  until  5.  We  will  now  adjourn  until  to-morrow 
moming  at  10  o'clock. 

(Thereupon,  at  12.30  o'clock  p.  m.,  the  subcommittee  stood  ad- 
joumed  imtil  to-morrow,  Wednesday,  July  22,  1914,  at  10  o'clock 
a.m.) 

WEDNESDAY,  JULY  22,  1914. 

Subcommittee  on  Naval  Affairs, 

United  States  Senate, 

Washington,  D.  C, 

The  committee  met,  pursuant  to  adjournment,  at  10  o'clock,  a.  m. 
Present:     Senators  Nathan  P.  Bryan  (chairman),  William  Alden 
Smith,  and  Miles  Poindexter. 

TESTIMONY  OF  MB.  BENJAMIN  L.  DULANEY  (resnmed). 

Mr.  Douglas.  Mr.  Dulaney,  at  the  hour  of  adjournment  on  yes- 
terday we  had  finished  up  one  topic  and  were  about  to  enter  on 
another,  which  latter  topic  has  reference  to  terminal  facilities  for 
the  exporting  of  the  coal  at  Charleston.  I  would  like  to  ask  you  a 
question,  which  I  have  already  asked  you,  but  which  was  not 
»pswrered.  After  the  Southern  Railway  Co.  had  acquired  the 
,^^^nia  &  Southwestern  Railway,  what  further  efforts  did  you  make 
wivard  getting  a  coal  outlet  at  Charleston  ? 
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Mr.  DuLANEY.  I  pressed  the  matter  persistently  and  Mr.  Finley, 
the  president  of  the  Southern  Railway  Co.,  continued  to  make  en- 
couraging promises  for  probably  two  years.  Finally,  I  got  discour- 
aged at  nothing  but  promises  and  offered,  with  the  approval  of  the 
Southern  Railway  Co.,  to  form  a  company  to  build  ana  operate  the 
coal  docks  at  Charleston. 

Senator  Smith  of  Michigan.  In  what  year  was  that? 

Mr.  DuLANEY.  I  can  not  give  you  the  exact  date,  but  it  was 
probably  five  years  ago. 

Mr.  Douglas.  You  said  you  offered  to  form  a  company  ? 

Mr.  DuLANEY.  Yes.  However,  that  proposition  was  declined  on 
the  ground  that  the  docks  ought  to  be  owned  by  the  carrier  and  not 
by  a  private  company,  which  seems  to  me  a  proper  policy.  I  then 
suggested  or  offered  to  take  or  place  the  bonds  of  a  dock  company  at 
Charleston,  in  an  amount  sufficient  to  construct  the  dock  or  docks, 
estimated  at  that  time  at  about  $500,000,  and  allow  the  railroad  itself 
to  control  the  dock  company  by  stock  ownership  of  the  dock  company. 
This  proposition  was  considered  for  a  month  or  so  and  then  turned 
down  without  any  real  explanation.  However,  it  is  proper  to  say  in 
this  connection  that  during  the  six  or  seven  years'  aelay  and  disap- 
pointment I  had  never  doubted  the  good  faith  of  Mr.  Finley,  the 
president  of  the  Southern  Railway  Co.  I  believed  Mr.  Finley  wanted 
the  docks  built,  and  it  seemed  inconceivable  to  him  that  any  of  the 
members  of  the  S3uthern  board  of  directors  would  shape  the  policy 
of  that  raih'oad  to  further  their  own  private  and  selfish  interests. 

Mr.  Douglas.  Then  did  you  discontinue  your  efforts  in  that 
direction  ? 

Mr.  Dui.aney.  No,  indeed;  on  the  21st  of  May,  1913, 1  addressed  a 
letter  to  President  Finley,  pointing  out  what  seemed  evident  to  every- 
one tamiUar  with  the  situation,  that  both  the  Southern  Railway  and  the 
Virginia  &  Southwestern  Railway  were  dominated  by  men  represent- 
ing the  Coal  Tru^t  who,  as  1  believed,  were  using  the  railroad  to  serve 
their  own  selfi  h  ends  rather  than  the  interest  of  the  railroad  itself  and 
in  grossest  \iolation  of  the  right  of  property  on  its  rails.  As  Exhibit 
No.  1 1  to  my  testimony,  1  file  a  copy  of  that  letter  and  the  correspond- 
ence that  ensued. 

(Exhibit  No.  11  is  in  the  words  and  figures  following:) 

Exhibit  No.  11. 

copy  of  correspondence  between  w.  w.  finley  and  b.  l.  dulaney. 

Washington,  D.  C,  May  21,  1913. 
Mr.  W.  W.  Finley, 

President  Southern  Railway  Co.y  Washington^  D.  C. 

Dear  Mr.  Finley:  Before  taking  up  again  my  own  complaints  against  the  South- 
em  Railway  Co.  I  will  say  a  word  in  the  interest  of  its  stock  owners  and  in  the  interest 
of  the  territory  served  by  it. 

The  Southern  Railway  Co.  has  spent  many  millions  of  dollars  in  acquiring  other 
railroads  and  in  constructing  extensions  into  the  coal  fields  of  Tennessee,  Kentucky, 
and  Virginia,  ostensibly  to  give  these  coal  fields  aA  outlet  to  tidewater  at  Charleston; 
and,  not  doubting  the  good  faith  of  the  railway  company,  many  millions  of  dollars 
have  been  invested  in  these  coal  fields,  in  good  faith,  by  people  from  all  quarters  of 
the  earth. 

Seven  years  have  passed  since  the  Southern  Railway  Co.,  acquiring  the  last  two 
railroads  needed  (the  Virginia  &  Southwestern  Railway  and  the  Black  Mountain 
Railway)  to  complete  the  all-Southern  Railway  route  from  the  Virginia  coal  field  ta 
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tidewater  at  Charleston.  Your  main  artery  to  Charleston  has  been  connected  with 
the  coal  fields  of  Tennessee  and  Kentucky  for  10  years  or  more,  and  yet  no  movement 
o!  coal  from  any  of  these  fields  to  tidewater  at  Charleston  or  any  other  seaport  has 
ever  been  inaugurated,  and  no  explanation  of  this  extraordinary  delay  has  ever  been 
offered,  except  the  excuse  of  lack  of  funds,  which  is  trivial  and  not  worth  considering. 
Believing  that  the  Southern  Railway  Co.  was  in  good  faith  in  the  matter  of  pro  via-' 
ing  the  outlet  to  tidewater  at  Charleston,  acres  of  new  mines  have  been  opened  in 
these  coal  fields  until  the  mining  capacity  is  probably  10  times  greater  than  is  needed 
to  supply  the  demand  in  the  consiuning  territory,  to  which  these  mines  are  restricted, 
by  a  process  of  rate  making  tJiat  limits  this  territory  as  definitely  as  if  by  a  Chinese 
wall— a  process  of  rate  malong  that  I  do  not  believe  can  be  shown  to  be  either  in  the 
interest  of  tiie  stock  owners  of  the  Southern  Railway  Co.  or  of  the  shippers  and  con- 
sumers located  on  its  rails,  for  it  is  logical  that  such  a  restriction  compels  you  to  charge 
the  consumer  higher  rates,  in  order  to  provide  the  revenue  you  must  have,  than  you 
would  have  to  levy  upon  them  if  the  Southern  Railway  was  permitted  the  tidewater 
outlet  at  Charleston  and  if  permitted  to  exercise  its  natural  functions  by  giving  rates 
that  would  move  coal  to  consumers  located  on  its  own  rails. 

The  influence  that  prevents  the  Southern  Railway  from  putting  in  competitive 
rates  to  points  on  its  own  rails  in  Virginia  and  parts  of  North  and  South  C  arolina,  for 
example,  is  probably  the  same  that  causes  the  delay  in  the  coal  movement  over  the 
Southern  Railway  from  mines  on  its  own  lines  to  Charleston,  and  unless  checked  will 
bar  it  entirely  from  that  outlet,  'which  would  be  one  of  the  greatest  commercial  wrongs 
ever  perpetrated  against  the  South,  to  say  nothing  of  the  stock  owners  of  the  Southern 
Railway. 

1  am  not  one  to  attack  big  corporations  or  so-called  trusts  on  general  principles, 
for  I  believe  that  the  great  growth  of  business  in  this  country  n.akes  it  necessary  to 
have  great  aggregations  of  capital— ^reat  corporations— ard  1  beUe\e  that  the  unlaw- 
ful acts  Df  some  of  the  big  corporations  that  nave  cast  odium  upon  all  have  been  due 
largely  to  the  practice  of  allowing  too  much  rein  to  shrel^d  ard  unsciupulous  irdi* 
viduals  who  first  secure  and  then  abuse  the  confidence  of  their  associate  directors. 
And  so  I  believe  the  great  majority  of  the  men  composing  the  board  of  directors  of 
the  Southern  Railway  Co.  are  men  of  high  character,  even  if  selected  more  to  give 
dignity  to  the  board  than  to  do  active  service,  and  therefore  might  be  expectea  to 
rely  to  a  greater  or  less  extent  upon  the  confidence  they  may  have  in  the  more  active 
members  in  all  ordinary  matters;  yet  it  is  inconcei\able  that  a  majority  of  them 
would  ratify  any  policy  or  trade  not  clearly  in  the  interest  of  the  stock  owners  as  \^ell 
as  in  the  interest  of  the  shippers  served  directly  by  your  rails.  Ard  hence,  I  respect- 
fully request  that  a  copy  of  this  letter  be  gi\en  or  sent  to  every  one  of  them;  and  1 
make  this  request  both  as  a  stock  owner  in  the  Southern  Railway  Co.  and  as  the 
owner  of  property  in  tho  territory  served  by  your  rails. 

In  view  of  the  facts  recited,  to  wit:  (1)  The  seven  years'  delay  and  yet  no  signs  of 
I)reparaticn  for  ccal  outlet  at  Ctarlestcn;  (2)  the  ram  wing  of  local  ccnsiming  ter- 
ritory en  the  Southern  Railway  rails  by  surreEderirg  Virgiria  and  the  greater  rarts 
of  the  Caroliras  to  the  big  interests  served  by  the  Norfolk  &  Western  Paili^^ay  and  the 
C.  &  O.  Railway  and  B.  &  0.  Railway  on  the  east,  and  the  surrender  of  the  greater 
part  of  Georgia,  Alahana,  and  Tenneseee  to  the  L.  &  N.  Railway  on  the  west;  (3)  the 
refusal  of  the  L.  &  N.  Railway  and  the  N.  &  W.  Eailway  to  xrake  rates  from  the  Black 
Mountain  coal  field,  which  it  is  believed  could  not  possibly  be  the  case  uiiless  as  the 
result  of  a  secret  understanding  with  the  Southern  feailway;  it  is  impossible  to  draw 
but  one  logical  conclusion,  ana  that  is  that  those  who  control  the  Southern  Railway 
intend  to  bottle  up  the  coal  fields  on  the  Southern  Railway  rails  and  prevent  any 
outlet,  and  in  fact  nave  already. done  so. 

And  that  brings  us  to  the  real  issue  where  it  is  necessary  to  **call  a  spade  a  spade," 
and  though  I  have  been  cautioned  by  friends  of  the  "danger  to  life  and  property"  to 
anyone  who  dares  to  object  to  the  methods  of  the  big  interests  who  w&y  defy  the  law 
and  laugh  at  the  Interstate  Commerce  Commission,  I  assume  these  risks  and,  if  neces- 
sary, am  willing  to  be  the  sacrifice.  And  now  I  present  to  you  some  of  the  influences 
connected  with  this  tragedy  of  the  Southern  Railway  Co. 

Mr.  George  F.  Baker,  besides  being  associated  witn  Mr.  McHarg  in  the  New  Haven 
4  Hartford  Railroad,  is  also  one  of  the  two  voting  trustees  who  hold  the  majority  of 
^e  stock  of  the  Southern  Railway  Co.  and  elect  the  board  of  directors  of  tliat  road. 
Mr.  Baker  and  his  associate  trustee  are  both  also  members  of  the  board  of  directors  of 
the  Southern  Railway  Co.,  and  hence  the  extraordinary  double  responsibility  for  the 
proper  conduct  of  the  affairs  of  the  Southern  Railway  Co.  upon  each  of  these  two 
^n.  The  other  member  of  this  trusteeship  is  Mr.  Charles  Lanier.  The  other  promi- 
lient  members  of  the  board  of  directors  are  Mr.  E.  H.  Gary  and  Mr.  Charles  Steele. 
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Mr.  Gary  is  prominent  in  the  United  States  Steel  Corporation.  Practically  all  of 
these  gentlemen  are  known  to  have  lar^e  interests,  directly  or  indirectly,  in  the  coal 
industry  of  Pennsylvania,  West  Virginia,  and  on  the  Norfolk  &  Western  Railway. 
In  my  opinion,  it  is  safe  to  estimate  that  for  every  thousand  dollars  they  have  in- 
vested in  the  Southern  Railway  Co.  they  have  a  million  or  more  invested  m  the  coal 
fields  of  the  States  just  named;  and  that  with  the  exception  of  Mr.  McHar^  (and 

frobably  his  associate,  Mr.  Baker),  who  has  indirect  interest  through  the  Virginia 
ron.  Coal  &  Coke  Co^  none  of  these  gentlemen  are  interested  in  the  coal  fields  tribu- 
tary to  the  Southern  Railway.  Mr.  McHarg  and  Mr.  Steele  are  associate  directors  in 
the  Virginia  &  Southwestern  Railway  Co.,  and  Mr.  McHar^'s  coal  operation  furnishes 
coal  to  this  road.  In  fact,  the  operation  controlled  by  him  is  the  only  operation  in  the 
Black  Mountain  coal  field  that  does  enjoy  that  distinction.  And  special  attention 
is  called  to  the  fact  that  this  same  operation — ^the  operation  controlled  by  Henry  K. 
McHarg — is  the  only  one  that  enjoys  the  favor  of  shipping  coal  into  Norfolk  &  Western 
territory.  But  what  of  the  violation  of  the  law  when  one  of  the  circle  needs  help? 
Why  should  the  Norfolk  &  Western  Railway  be  so  solicitous  of  Mr.  McHarg's  inter- 
ests, if  it  is  not  to  put  him  in  such  position  that  his  mines  will  not  need  outlet  at 
Charleston? 

Mr.  McHarg's  first  appearance  in  the  South,  at  least  his  first  appearance  that 
attracted  notoriety,  was  when  he  bought  his  Atlanta.  Knoxville  &  Northern  Rail- 
road for  himself  and  his  associates  paying,  it  is  said,  $300,000  at  receiver's  public  sale 
and  sellinsj  it  shortly  afterward  to  the  L.  &  N.  for  five  or  six  times  that  sum.  The 
public  marveljBd  that  the  L.  &  N.  did  not  buy  it  of  the  receivers  and  save  all  that 
money. 

A  short  time  after  that  he  became  a  director  of  the  Virginia  Iron,  Coal  &  Coke  Co. 
Two  or  three  months  afterwards  it  was  put  into  receivership,  with  Mr.  McHarg  as  one 
of  the  receivers.  The  stock  dropped  to  fisre  or  even  less.  The  bonds,  that  had  cost 
par,  went  begging  around  30.  Mr.  McHarg  and  his  associates  quickly  got  stock  con- 
trol. Then  it  was  discovered  that  the  company  had  plenty  of  assets,  and  so  it  was 
taken  out  of  receivership  and  Mr.  McHarg  became  president.  He  and  his  associates 
still  control  the  Vindnia  Iron,  Coal  &  Coke  Co.  The  majority  of  the  stock  is  held  by 
voting  trustees  similar  to  the  plan  of  the  Southern  Railway  Co.  One  of  tbe  assets  of 
the  Vini;ima  Iron,  Coal  &  Coke  Co.  was  the  Virginia  &  Southwestern  Railwav.  It 
cost  the  V.  I.,  C.  &  C.  Co.  the  sum  of  $650,000.  I  was  one  of  the  men  who  conducted 
the  neojotiations  in  this  purchase.  The  Southern  Rail  ay  Co.  had  the  opportunity 
to  buy  this  property  at  $650,000  but  refused  it.  I  made  an  offer  and  therefore  know. 
Later,  Mr.  McHarg  sold  the  property  for  $6  000,000  to  the  Southern  Railway  Co.,  or, 
to  be  exact,  he  sold  all  the  stock  for  $4,000,000.  with  bonds  outstanding  amounting  to 
$2,000  000.  Out  of  the  proceeds  of  these  bonds  the  Viiginia  Iron,  Coal  &  Coke  Co. 
was  repaid  the  $650,000  which  it  had  paid  for  the  railroad  originally,  and  the  remainder 
of  bond  proceeds  should  have  more  than  covered  the  cost  of  all  extensions,  improve- 
ments and  equipment  made  up  to  the  time  it  was  purchased  by  the  Southern  Rail- 
way Co.  I  mentioned  this  to  show  the  extraordinary  influence  this  man  had  with 
the  men  who  control  the  Southern  Railway  Co. 

Moreover,  after  the  Southern  Railway  Co.  had  purchased  the  Virginia  &  Southwest- 
em  Railway  this  man  was  continued  as  its  president  for  probably  two  years,  using 
this  public  carrier  to  further  his  own  private  ends,  as  I  verily  believe,  ae  the  facts  wiU 
show,  with  as  much  freedom  as  he  might  have  used  his  own  team  of  horses,  to  serve 
whom  he  pleased,  how  he  pleased,  and  when  he  pleased,  with  shameful  disregard  for 
other  interests  dependent  upon  the  service  of  the  Virginia  &  Southwestern  Railway. 
In  support  of  this  assertion  I  mention  two  cases  already  proven  and  corrected  by  the 
Interstate  Commerce  Commission. 

The  first:  The  rate  on  coal  from  the  mines  to  Bristol  for  the  use  by  the  Virginia  Iron, 
Coal  &  Coke  Co.  and  for  delivery  to  the  other  railroads  was  made  40  cents  a  ton.  This 
reduction,  for  his  own  benefit,  please  note,  was  not  done  until  after  he  sold  the  railroad 
to  the  Southern  Railway  Co.  The  rates  for  a  similar  haul  to  Bristol  from  the  Black 
Mountain  were  $1.10  per  ton  for  steam  coal  and  $1.30  for  domestic  coal,  and  were 
practically  prohibitive,  as  was  evidently  intended. 

The  second:  A  discriminating  rate  was  boldly  put  against  coal  from  all  the  mines 
in  the  Black  Mountain  field;  that  is,  the  rates  were  made  10  cents  a  ton  higher  to  all 
points  than  the  rates  other  operators  had  to  pay,  which  was  practically  prohibitive. 
It  took  about  two  years,  through  the  Interstate  Commerce  Commission,  to  get  these  two 
wrongs  corrected;  and  during  that  period  the  operators  in  that  field  were  literally 
bottled  up,  suffering  losses  beyond  calculation. 

In  order  to  coerce  me  into  breaking  an  obligation  I  felt  upon  me  to  let  the  L.  &  N. 
Railroad  enter  the  Black  Mountain  coal  field,  he  had  threatened  to  put  that  field  out 
of  business.    He  made  that  threat  to  me  in  his  own  office  and  arrogantly  assured  me 
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that  he  had  the  influence  to  do  it,  and  it  now  seems  he  knew  what  he  was  saying. 
And  not  only  the  Black  Mountain  coal  field,  but  all  the  other  mines  on  Southern 
Eailway  rails,  can  be  throttled  except  the  favored  few  needed  to  supply  engine  fuel 
sad  the  ever-diminishing  little  territory  which  this  restrained  railway  is  permitted 
to  serve. 

Is  it  not  clear  that  this  man  McHarg  has,  and  has  had  for  years,  extraordinary  and 
iindue  influence  in  the  affairs  of  the  Southern  Railway?  And  is  it  not  just  as  true  an 
inference  that  he  has  used  that  influence  not  only  to  destroy  his  competitors  but  to 
make  money  for  himself  to  the  detriment  of  the  stock  owners  of  the  Southern  Rail- 
way Co.? 

Is  it  conceivable  that  such  a  relation  to  the  railway  could  exist  for  seven  years  and 
not  come  to  the  knowledge  of  the  voting  trustees,  whose  sacred  obligation  is  to  protect 
the  interest  of  the  stock  owners?  And  are  not  these  trustees  also  members  of  the 
board  which  they  themselves  create,  and  is  it  conceivable  that  the  board  of  directors 
could  be  ignorant  of  such  relation? 

Is  it  within  the  boimds  of  possibility  that  such  influence  could  come  from  any 
source  except  power  that  directs  the  railway  company? 

Is  it  not  remarkable,  for  instance,  that  although  the  Knoxville  &  Bristol  Railroad 
had  been  openly  ofltered  for  a  year  or  two  at  forty-odd  thousand  dollars  the  Southern 
Railway  did  not  buy  it,  but  let  it  go  to  another  favored  one,  and  a  little  later  to  the 
Southern  Railway  Co.  at  an  enormous  increase  in  price?  And  have  not  similar 
methods  been  pursued  in  the  purchase  of  practically  all  the  railroads  bought  by  the 
Southern  Railway  Co.? 

Among  the  members  of  the  board  of  directors  of  the  Southern  Railway  Co.  appear 
the  following  names:  A.  IseUn,  E.  H.  Gary,  George  F.  Baker,  Charles  Steele,  H.  C. 
Fahnestock,  and  Charles  Lanier. 

It  would  probably  be  difficult  to  select  five  other  names  who  would  so  completely 
represent  the  big  coal  interests  in  the  Pennsylvania,  West  Virginia,  ard  Norfolk  & 
Western  districts.  If  you  attempt  it,  you  will  probably  select  five  others  who  are 
associated  with  some  of  the  first  five  named.  From  a  cold-blooded  business  point  of 
view,  I  do  not  believe  any  of  them  could  be  expected  not  to  blockade  the  coal  fields 
of  the  Southern  Railway  Co.  If  a  Wail  Street  man  happens  to  represent  two  corpor- 
ations with  conflicting  interests,  isn't  he  expected  to  take  sides  with  the  one  in  \\hich 
he  owns  the  greater  interest — the  one  which  means  the  most  to  him  in  dollars?  1  hen, 
why  should  me  Southern  Railway  be  allowed  to  inaugurate  a  coal  movement  through 
the  port  of  Charleston,  that  would  interfere  with  the  bigger  interests  of  these  gentle- 
men? Are  they  not  in  position  to  protect  their  own  first?  And  what  is  the  iise  to 
have  power  if  one  can  not  use  it  to  make  money  and  to  prevent  the  fellow  one  doegn't 
like  or  doesn't  know  from  making  a  living? 

But  it  is  well  to  stop  and  consider.  Such  logic  may  be  acceptable  in  Wall  SiLreet, 
but  in  the  coimtry  at  large,  never.  The  rights  of  the  people  served  by  a  railroad  are 
just  as  inherent  as  the  rights  of  its  stockholders. 

No  charter  ever  granted  to  a  public  carrier  contemplated  foreign  ownership  with 
the  right,  to  such  owner,  to  throttle  or  destroy  domestic  commerce. 

I  earnestly  request  you  to  give  this  latter  careful  consideration,  and,  if  you  desire 
to  discuss  any  phas  of  it  with  me  before  submitting,  I  shall  be  pleased  to  have 
you  do  so.  '  - 

I  am,  yours  respectfully, 

B.  L.  DULANEY. 


May  29,  1913. 

My  Dear  Mr.  Dulaney:  Absence  from  Washington  has  delayed  my  reply  to  yoiu* 
letter  of  the  22d  instant  relative  to  matters  affecting  the  coal  fields  of  Tennessee, 
Kentucky,  and  Virginia. 

A  careiul  reading  of  this  letter  convinces  me  that  it  must  have  been  written  under 
a  total  misapprehension  of  the  situation. 

I  shall  be  glad  to  see  you  and  talk  over  the  matter  at  some  time  in  the  near  future 
that  may  be  mutually  convenient.  Owing  to  engagements  away  from  Washington, 
it  will  be  impracticable  for  me  to  make  an  appointment  prior  to  Friday,  June  6.  I 
shall  be  glad  to  see  you  at  noon  on  that  day  if  it  shall  be  convenient  for  you  to  call 
?t  my  office.  If  it  shall  be  convenient  for  you  to  call  at  that  time,  please  advise  me 
^  order  that  I  may  definitely  reserve  time  for  seeing  you. 
Yours,  truly, 

W.  W.  FiNLEY,  President. 

B.  L.  Dulaney, 

Southern  Building ^  Washingtonj  D,  C. 

54245— No.  1—14 7 
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Washington,  D.  C,  June  3, 1913. 
Mr.  W.  W.  FiNLEY, 

President  Southern  Railway  Co.^  Washington,  D.  C, 

Dear  Mr.  Finley!  I  am  in  receipt  of  your  letter  of  the  29th  ultimo  suggesting  a 
conference  between  us  at  noon  on  June  6,  and  1  shall  arrange  my  matters  so  as  to  meet 
you  as  suggested 

Conditions  in  the  Black  Mountain  field  are  simply  desperate  and  intolerable.    My 
letter  of  the  22d  ultimo  to  you  presents  definite  allegations  with  exact  facts  to  support  ' 
them,  and,  therefore,  I  beg  that  you  will  be  prepared  either  to  justify  the  conduct  of 
your  road  or  help  to  relieve  the  situation,  and  not  attempt  to  waive  aside  important 
questions  by  sucn  expressions  as  ''total  misapprehension  of  the  situation." 

I  mention  below  some  of  the  things  I  wish  to  discuss  with  you: 

(1)  The  operations  in  the  Black  Mountain  field  and  the  operation  at  Toms  Creek 
controlled  bv  Mr.  McHarg  are  in  the  same  shipping  group,  namely,  the  "Appalachian 
group."  Why  should  Mr.  McHarg's  mine  have  rates  tnat  will  move  coju  eastward 
to  New  England,  to  all  points  reached  by  the  Norfolk  &  Western,  C.  C.  &  O.,  as  well 
as  by  the  Virginia  &  Southwestern,  while  the  Black  Mountain  mines,  excepting  the 
one  m  that  field  controlled  bv  Mr.  McIIarg,  have  no  rates  that  will  move  coal  except 
to  the  small  territory  reached  by  the  Virginia  &  Southwestern?  Our  answer  is  that 
Mr.  McHarg  has  undue  and  unlawful  influence.     \Vhat  is  yours? 

(2)  Your  road  acquired  the  Black  Mountain  Railway  more  than  seven  years  ago 
under  an  agreement  in  the  purchase  and  sale  contract  to  build  spurs  at  its  expense 
to  all  mines  then  open  or  to  oe  afterwards  opened  on  the  property. 

Then  why  did  you  permit  Mr.  McHarg,  while  he  was  president  of  the  Virginia  & 
Southwestern  Railroad,  to  violate  that  agreement  by  forcmg  the  operators  to  pay  for 
such  spurs;  and  why  did  you  compel  us  to  take  the  matter  to  the  courts  to  have  the 
correction  made?  And  wny  have  you  not  built  the  short  spur,  to  the  operation  of  the 
collieries  company,  which  has  stood  idle  for  nearly  five  years  by  reason  of  your  failure 
to  provide  this  outlet? 

C6)  While  Mr.  McHarg  was  president  of  the  Virginia  &  Southwestern  Railway,  why 
dia  you  permit  him  to  put  a  10-cent  differential  against  the  Black  Mountain  field, 
and  why  did  you  permit  him  to  make  a  rate  of  40  cents  from  his  mine  to  Bristol,  ana 
to  make  the  rate  from  the  Black  Mountain  field  to  Bristol  of  $1.10  for  steam  coal  and 
$1.30  for  domestic  coal,  the  low  rate  being  from  his  own  mines  to  the  general  public?  ; 
And  why  does  the  Virginia  &  Southwestern  Railway  now  issue  a  "restricted"  tariff 
from  his  mines  to  points  on  the  Norfolk  &  Western  Railway,  qualified  in  such  manner 
as  to  restrict  the  use  of  these  rates  to  Mr.  McHarg?  And  tnis,  too,  after  the  Interstate 
Commerce  Commission  had  forbidden  the  practice?  Our  answer  is,  because  Mr. 
McHarg  has  undue  influence;  while  I  suppose  your  explanation  is  that  this  is  our 
"total"  misapprehension  of  the  situation. 

(4)  The  operations  in  this  field,  even  under  the  restrictions  imposed  by  the  railroad, 
have  a  capacity  of  two  and  one-half  to  three  millions  tons  yearly.  If  they  had  been 
allowed  free  access  to  markets  tributary  to  them,  it  is  safe  to  say  their  capacity  would 
be  5,000,000  or  more  per  annum. 

But  do  you  not  know  that  the  artificial  restrictions  to  which  this  field  is  subjected, 
restrict  the  total  output  to  500,000  tons  per  annum?    And  do  you  not  know  that  with 
such  a  low  output  it  is  impossible  to  produce  any  return  whatever  on  the  investment*^ 
And  yet  this  field  is  reached  practically  by  three  trunk  lines.     1  ask  you  if  such* 
trafl&c  condition  could  exist  except  by  an  unlawful  agreement — a  conspiracy  ^^ 
restraint  of  trade — among  the  railroads  mvolved?    It  will  not  be  satisfactory  if  y^^ 
answer  that  this  situation  is  due  to  a  "total  misapprehension  of  the  situation     on  t<^^ 
part. 

(5)  In  this  connection  would  it  be  proper  for  you  to  explain  why  coal  is  moved  fr^^^ 
West  Virginia  over  the  C.  &  O.  and  N.  &  W.,  through  Lynchburg,  Winston-Sale^^ 
and  Durham,  to  points  in  North  and  South  Carolina  and  Georgia,  while  coal  from  t:^^ 
Black  Mountain  field,  which  could  move  all-Southern  Railway  on  a  much  shori 
haul,  is  not  permitted  to  reach  that  territory  even  on  a  competitive  basis?  My  exp. 
natidn  of  this  extraordinary  fact  is  that  the  coal  from  the  C.  &  O.  and  N.  &  W.  ter 
tory  belongs  to  the  so-called  Coal  Trust  and  that  the  same  influence  that  compels  th^^ 
unnatural  condition  on  the  tracks  of  the  Southern  Railway,  likewise  prevents  the  u-^ 
of  Charleston  as  an  outlet  for  any  coal  on  the  Southern  Railway  that  might  become^^ 
competitor  of  the  coals  owned  and  controlled  by  the  so-called  trust.  I  would  like  ' 
have  your  explanation.  ^^ 

(6)  I  would  like  to  have  you  explain  why  so  great  favors  are  shown  to  Henry  ^^ 
McHarg,  and  wherefore  his  remarkable  influence  with  your  road  and  apparently  wit^^ 
the  Norfolk  &  Western  and  Louisville  &  Nashville.    My  theory  of  that  extraordinar"^ 
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influence  is  that  it  comes  from  his  connection  with  the  Virginia  Iron,  Coal  &  Coke 
Co. — that  that  company  is  controlled  by  the  same  power  that  controls  the  Southern 
Railway,  as  well  as  the  other  two  roads  involved.  You  know  I  had  much  to  do  with 
the  organization  of  the  Virginia  Iron,  Coal  &  Coke  Co.,  and  that  I  severed  my  connec- 
tion from  it  after  being  thoroughly  convinced  that  Henry  K.  McHarg,  E.  J.  Berwind, 
Grant  B.  Schley,  and  associates  had  planned  to  wreck  that  company,  and  I  believe 
afterwards  wrecked  it,  and  as  a  result  secured  that  complete  control  they  now  have. 
I  believe  that  an  investigation  will  show  that  George  F.  Baker  had.  and  still  has,  a 
very  large  interest  in  the  Virginia  Iron,  Coal  &  Coke  Co.  I  believe  that  an  investi^a-. 
tion  will  show  that  the  undue  influence  possessed  by  Henry  K  McHarg  in  the  affair?  of 
the  railroads  in  vol  \'ed  is  accounted  for  by  his  connection  with  Mr.  Baker,  Mr.  Berwind, 
Mr.  Gary,  and  others  of  that  circle.  I  belie  e  that  there  exists  a  conspiracy  between 
Mr.  McHarg  a-id  his  associates  to  wreck  the  Black  Mountain  corporatio.i.  and  that  the 
railroads  are  made  the  instruments  of  destruction  in  that  conspiracy  by  'he  undue  and 
unlawful  influence  as  exhibited  in  the  foregoing  and  other  facts  in  the  conduct  of 
these  roads.  I  have  told  you  of  his  threat  to  put  the  Black  Mountaixi  coal  fields  out  of 
business  and  of  his  arros:ant  boast  that  he  had  the  influence  to  do  it. 

You  know  how  relentlessly  he  has  followed  up  this  threat  during  the  last  seven  years, ' 
as  pointed  out  in  this  and  my  former  letter  to  you.  I  believe  that  an  investigation 
will  show,  as  I  pointed  out  at  the  time,  that  the  Virginia  Iron,  Coal  &  Coke  Co.  was 
wrecked  by  practically  this  same  circle  of  men;  that  one  of  the  circle  withheld  about 
a  million  dollars  which  belonged  to  that  company  until  a  receivership  had  been 
forced  and  until  after  the  securities  of  the  company  had  been  bought  in  by  them  or  by 
their  agents,  after  which  the  large  sum  was  paid  to  the  receivers,  making  the  receiver- 
ship no  longer  necessary;  that  both  Mr.  McHarg  and  Mr.  Berwind  were  on  the  board  of 
directors  of  the  Virginia  Iron,  Coal  &  Coke  Co.  oefore  the  receivership  and  had  knowl- 
edge of  the  fact  that  Grant  B.  Schley  was  withholding  the  large  sum  of  money  needed, 
and  that  they  made  no  effort  to  collect  the  money  until  after  the  receivership,  i 
challenge  an  investigation  of  these  facts,  and  I  mention  these  things  mainly  to  show 
you  that  they  would  not  hesitate  to  wreck  the  Black  Mountain  corporation,  just  as  I 
believe  they  did  the  Virginia  Iron,  Coal  &  Coke  Co.,  and  to  show  you  the  intimate  con- 
nection between  Henry  K.  McHarg  and  the  power  that  controls  the  Southern  Rail- 
way Co. 

It  may  be  possible  that  Mr.  Baker  and  Mr.  Gary  do  not  know  to  what  extent  Mr* 
McHarg  is  using  his  influence  with  them. 

I  believe  that  one  of  the  practices  of  this  combination  of  men  is  to  put  good  and 
strong  men  at  the  head  of  their  corporations,  as  iu  that  way  they  put  a  bold  front 
between  them  and  the  public;  as,  for  example,  I  point  to  the  president  of  the  Norfolk 
&  Western  Railway,  the  president  of  the  Louisville  &  Nashville  Railroad,  and  your- 
self as  president  oi  the  Southern  Railway  Co. 

I  have  devoted  nearly  20  years  to  the  development  of  the  Black  Mountain  coal 
field.  The  investments  there  amount  to  between  seven  and  eight  million  dollars. 
Most  of  the  men  who  went  in  originally  with  me  were  your  personal  friends — they 
believed  in  you,  in  your  integrity,  just  as  they  believed  in  mine.  They  believea 
that  the  Southern  Railway  would  develop  and  not  strangle  the  mineral  resources  on 
its  own  tracks.  Out  ola  total  of  seven  investors,  five  have  grown  old  and  died,  leaving 
their  estates  in  the  Black  Mountain  field.  Those  who  have  thus  died  are  as  follows? 
Col.  E.  J.  Sanford,  of  Kjioxville,  Tenn.;  Mr.  Archer  Brown,  of  Cincinnati  and  New 
York;  Mr.  Anderson  Fowler,  of  New  York;  Maj.  James  J.  Gordon,  of  Washington, 
D.  C;  and  Prof.  George  W.  Miles,  of  Virginia. 

The  object,  therefore,  of  our  conference  is  to  get  relief  fron  the  intolerable  condi- 
tions that  exist  in  the  Black  Mountain  field,  and  I  must  ask  you  not  to  evade  by 
generalities,  but  to  meet  the  real  issue. 
I  am,  yours,  truly, 

B.   L.   DULANEY. 

Senator  Smith  of  Michigan.  That  correspondence  was  during  May 
of  last  year? 

Mr.  DuLANEY.  That  was  last  year. 

Mr.  Douglas.  I  wiU  ask  you  what  result  you  got  from  this  cor- 
respondence ? 

Mr.  DuLANEY.  On  the  6th  of  June,  1913,  I  met  President  Finley, 
his  chief  counsel,  and  some  other  officials  of  the  Southern  Railway, 
and  held  a  conference  on  the  subjects  covered  in  that  correspondence. 
Mr.  Finley  promised  to  do  everything  he  could  to  secure  the  tide- 
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water  outlet  and  later  succeeded  in  getting  a  rate  of  $1.40  per  ton  to 
Charleston  published  from  a  part  of  the  Virginia  territory.  A  short 
time  afterwards  he  died,  and  no  provision  had  been  made  at  Charleston 
in  the  way  of  dock  f  acihties.  Some  time  later  one  of  my  associates 
again  took  up  the  matter  with  an  oj£cial  of  the  Southern  Railway 
Co.  and  reported  that  the  ojB&cial  stated  to  him,  in  effect,  that  the 
coal  marketed  in  that  territory  was  largely  controlled  by  E.  J.  Berwind. 

Mr.  Thom.  I  would  like  to  have  the  name  of  the  official. 

Mr.  DuLANEY.  That  the  opening  of  Charleston  as  a  coal  port  was 
opposed  by  II.  K.  McHarg,  and  that  in  the  opinion  of  the  official  any 
attempt  on  the  part  of  md-  pendent  coal  operators  on  the  Southern 
Railway  to  compete  with  Mr.  Berwind  through  the  port  of  Charleston 
would  be  a  difficult  proposition. 

Mr.  Thom.  I  repeat  my  request  for  the  name  of  the  official  of  the 
Southern  Railway. 

Mr,  Douglas.  Give  that  name. 

Mr.  DuLANEY.  I  should  prefer  to  introduce  the  witness. 

The  Chairman.  I  see  no  objection  to  giving  the  name  of  the 
official. 

Mr.  Douglas.  I  would  not  give  the  name  of  the  informant,  for 
reasons  we  will  disclose  later,  but,  Mr.  Dulaney,  give  the  name  of  the 
official. 

Mr.  Dulaney.  Vice  President  Spencer  is  the  official  referred  to. 

Mr.  Thom.  You  say  you  will  give  the  name  of  the  informant  ? 
.  Mr.  Douglas.  Yes;  we  will  give  the  name  of  the  informant  later. 
We  do  not  care  to  disclose  it  just  now.     Mr.  Dulaney,  you  said  you 
sold  the  Black  Mountain  Railroad  to  the  Virginia  &  Southwestern? 
What  induced  you  to  make  that  sale  ? 

Senator  Smith  of  Michigan.  Before  you  le ave  the  Charle  ston  m  acter, 
I  would  like  to  know,  as  you  are  passing,  just  what  you  expected  to 
ficcomplish  by  having  dock  facilities  at  Charleston?  You  were  a 
considerable  distance  iroin  Charleston  yourself,  and  if  you  were  in  the 
hands  of  this  hard-and-fast  monopoly,  as  you  call  it,  how  were  you 
going  to  get  your  coal  to  Charleston  ? 

Mr.  Dulaney.  The  rate  had  already  been  put  in  at  $1.40,  which  is 
the  rate  that  Norfolk  now  enjoys. 

Senator  Smith  of  Michigan,   le^;  I  heard  that. 

Mr.  Dui.ANEY.  And  Newport  News.     Our  position  is   this,  that> 
if  the  coal  from  the  independent  mines  could  once  reach  the  outsid 
world  through  an  open  port — Charleston,  for   example — we  woul 
then  have  a  chance. 

Senator  Tillman.  Provided  you  had  equal  docking  f acihties  ? 

Mr.  Dulaney.  Yes. 

Senator  Smith  of  Michigan.  If  the  pubUc  could  see  your  coal  the3 
would  take  it  ? 

Mr.  Dulaney.  We  would  take  chances  on  that.  I  think  we  2lV  * 
entitled  to  a  living  chance  at  the  markets  of  the  world. 

Senator  Smith  of  Michigan.  So  you  were  willing  to  spend  $500,0O^ 
|f  necessary,  or  raise  the  money,  to  build  dock  facilities  at  Charlestc^^ 
in  order  that  you  might  have  some  sort  of  a  hold  on  the  carrier  ? 

Mr.  Dulaney.  In  order  that  we  might  have  a  chance  at  the  co 
petitiv^e  business — the   export  business  and  the  tidewater  busing 
fdong  the  coast. 
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Mr.  Lyon.  And  might  make  delivery  to  the  United  States  Navyl 

Mr.  Dui^NEY.  Yes;  and  the  chance  to  deUver,  or  offer  at  least,  to 
the  Navy. 

Senator  Smith  of  Michigan.  When  was  this — last  year? 

Mr.  DuLANEY.  When  was  the  rate  put  in  ? 

Senator  Smith  of  Michigan.  No.  The  rate  was  put  in,  as  I  under* 
stand  you,  in  1913? 

Mr.  DuLANEY.  Some  time  last  year;  yes,  sir. 

Senator  Smith  of  Michigan.  And  your  information  regarding  thd 
officiaPs  attitude  was  in  1913? 

Mr.-DuLANEY.  His  attitude  as  to  what  proposition? 

Senator  Smith  of  Michigan.  As  to  the  Charleston  dock  matter. 

Mr.  DuLANEY.  The  well-defined  attitude,  of  course,  is  shown  in 
the  report  which  his  road  had  to  make  to  the  Interstate  Commerce 
Comimssion. 

Senator  Smith  of  Michigan.  What  I  would  like  to  know  is  whethei* 

?^ou  were  really  desirous  of  acquiring  terminal  facilities  at  Charleston 
or  your  company  or  whether  that  was  simply  a  lever  that  you  were 
using  to  force  public  attention  to  your  grievance. 

Mr.  DuLANEY.  At  that  time.  Senator,  five  or  six  years  ago,  I  wad 
in  conference  very  frequently  with  Mr.  Finley  on  that  subject.  The 
excuse  offered  was  a  lack  of  funds.  The  Southern  Railway  Co.  had 
claimed  during  these  four  or  five  years  at  least  the  lack  of  funds,  the 
lack  of  means  to  construct  this  pier  at  Charleston.  I  consulted  my 
associates  and  we  knew  that  the  Charleston  outlet  was  the  very  life 
of  our  investment  the.e,  and  I  made  the  proposition,  **Mr.  Finley, 
if  it  is  agreeable  to  your  company,  I  will  raise  the  money,  form  a  neW 
company,  and  build  the  piers  at  Charleston. '^ 

Senator  Smith  of  Michigan.  So  you  we. e  really  desirous  of  doing 
that  to  bring  that  about  ? 

Mr.  DuLANEY.  Most  assuredly.  The  very  life  of  our  property 
depends  on  an  outlet  to  market. 

Senator  Smith  of  Michigan.  And  Charleston  is  the  natural  and 
appropriate  outlet? 

Mr.  DuLANEY.  It  certainly  is. 

Senator  Smith  of  Michigan.  How  far  is  it  from  the  coal  mines  ^ 

Mr.  DuLANEY.  Something  over  400  miles;   450  miles,  I  believe. 

Senator  Smith  of  Michigan.  How  far  is  it  from  Newport  News  to 
the  coal  mines  ? 

Mr.  DuLANEY.  There  are  two  questions  here? 

Senator  Smith  of  Michigan.  Yes.  The  first  question  is  how  fat 
is  it  from  Charleston  to  the  mines.  That  we  had  about  450  miles,  as 
you  say. 

Mr.  Thom.  Are  you  asking  the  distance  over  the  Southern  Railway  ? 

Senator  Smith  of  Michigan.  I  was  asking  by  the  shortest  route  to 
Charleston,  the  natural  route  ? 

Mr.  DuLANEY.  And  the  one  that  the  rate  is  made  over  ? 

The  Chairman.  Can  you  give  us  the  distance  to  Norfolk  ? 

Mr.  DuLANEY.  Another  witness  has  all  these  facts  exactly  worked 
out. 

Mr.  Douglas.  We  can  get  that  right  here  and  put  it  into  the 
record  at  this  point. 

Mr.  Wright.  The  distance  from  Appalachia,  Va.,  the  center  of 
the  group,  to  Charleston,  via  the  route  of  the  Southern  Railway's 
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tariff  of  $.1.40,  is  466  miles;  via  W.  &  S.  W.  to  Speers  Ferry,  C,  C.  &  O. 
to  Spartanburg,  and  Southern  Railway  to  Charleston. 

Senator  Tillman.  Give  us  the  same  distance  to  Newport  News  and 
Norfolk. 

Mr.  Wright.  To  Lamberts  Point,  via  the  Norfolk  &  Western 
Railway  from  Norton,  subject  to  correction  by  a  Norfolk  &  Western 
official  who  is  here,  I  will  say  that  it  is  470  miles  from  Appalachia  to 
Lamberts  Point. 

The  Chairman.  What  is  it  to  Norfolk? 

Mr.  Wright.  Lamberts  Point  is  Norfolk;  that  is  the  pier  6  miles 
from  Norfolk. 

Mr.  Thom.  I  understand  the  question  is  from  Norton  and  not  from 
Appalachia.    Norton  is  on  the  Norfolk  &  Western. 

Mr.  Wright.  I  have  a  correction,  I  think,  from  the  Norfolk  & 
Western  people,  who  are  here.  It  is  472  miles  over  the  Norfolk  & 
Western  Railroad  from  Norton  to  Lamberts  Point  and  10  miles  from 
Appalachia,  the  center  of  the  group,  which  makes  482  miles  to  the 
pier  at  Norfolk  or  Lamberts  Point. 

Mr.  Douglas.  And  your  distance  to  Charleston,  466  miles,  is  from 
Appalachia,  the  center  of  the  group  ? 

Mr.  Wright.  From  the  same  point. 

Senator  Tillman.  You  ought  to  take  the  center  of  the  group  for 
both  roads  ? 

Mr.  Wright.  I  have  quoted  from  Appalachia  both  ways. 

Mr.  Douglas.  What  is  the  nearest  all-Southern  route  to  Charleston 
from  Appalachia  ? 

Mr.  Wright.  Virginia  &  Southwestern  to  BuUs  Gap,  Southern 
Railway,  through  Morristown  and  Spartanburg,  to  Charleston,  491 
miles,  via  the  Southern  Railway  the  entire  distance. 

Mr.  Douglas.  Mr.  Dulaney,  in  order  to  make  it  a  little  more 
definite,  you  made  an  offer  to  raise  the  money  and  form  an  inde- 
pendent company  ? 

Mr.  Dulaney.  That  is  correct. 

Mr.  Douglas.  And  the  railroad  company  objected  to  the  policy  of 
a  private  company  owning  dock  facilities  ? 

Mr.  Dulaney.  That  is  right. 

Mr.  DouGALS.  And  later,  which  was  three  or  four  or  five  years  ago, 
you  made  an  offer  to  raise  the  necessary  money  and  take  an  issue  of, 
say,  $500,000  worth  of  bonds,  allowing  the  Southern  Railway  Co.  to 
have  all  the  stock  ? 

Mr.  Dulaney.  That  is  correct. 

Mr.  Douglas.  I  suppose  it  is  unnecessary,  but  I  will  ask  you,  if, 
at  the  time  you  made  this  offer  of  $500,000,  you  were  prepared  to 
carry  it  out  and  if  you  meant  to  carry  it  out  ? 

Mr.  Dulaney.  I  was  prepared  to  and  certainly  made  it  in  good 
faith.  As  I  have  explamed,  I  made  it  after  consulting  with  my 
associates  and  getting  their  consent  to  do  so. 

Mr.  Douglas.  Would  you  be  prepared  to  do  that  now,  take  care 
of  a  $500,000  bond  issue  to  put  up  a  pier  there  ? 

Mr.  Dulaney.  I  would,  sir.  I  would  qualify  that  and  say,  to  give 
an  outlet  to  the  pubUc  all  aUke  and  not  for  private  enterprise. 

Senator  Smith  of  Michigan.  If  the  carrier  would  use  it,  otherwise 
it  suspends  in  mid-air. 
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Mr.  DiiLANEY.  Yes. 

Mr.  Douglas.  You  said  that  you  sold  the  Black  Mountain  Rail- 
road to  the  Virginia  &  Southwestern  Railway  Co.  What  induced 
you  to  make  that  sale  ? 

Mr.  Dui.ANEY.  One  thing  was  the  assurance  of  H.  K.  McHarg,  then 
president  of  the  Virginia  &  Southwestern  R  ailway,  that  the  tidewater 
outlet  at  Charleston  was  one  of  the  thin^  he  desired  and  that  it 
would  be  provided  on  the  consummation  of  the  plan  to  unite  the  Black 
Mountain  Railroad  and  the  Virginia  &  Southwestern  Railway  in 
connection  with  the  Southern. 

Mr.  Douglas.  Did  you  make  a  profit  on  the  sale  of  that  railroad 
to  the  Virginia  &  Southwestern  ? 

Mr.  DuLANEY.  None.  It  was  sold  at  exactly  the  cost  of  construc- 
tion, the  main  consideration  being  the  tidewater  outlet. 

Senator  Smith  of  Michigan.  What  did  it  cost  ? 

Mr.  DuLANEY.  No  charge  was  made  for  rights  of  way.  I  do  not 
know  exactly  what  it  cost,  but  something  under  $100,000. 

Senator  Smith  of  Michigan.  How  much  per  mile  ? 

Mr.  DuLANEY.  I  say  approximately  $100,000  in  all. 

Senator  Smith  of  Michigan.  How  many  miles  in  all  were  there? 

Mr.  DuLANEY.  About  8  miles. 

Senator  Smith  of  Michigan.  That  would  be  about  $12,500  a  mile. 

Mr.  DuLANEY.  Yes.  May  I  stop  here  and  present  an  exhibit  on 
that  subject,  Mr.  Chairman? 

The  Chairman.  Whenever  Mr.  Douglas  is  ready. 

Mr.  Douglas.  I  am  ready. 

Mr.  DuLANEY.  I  had  not  intended  to  present  this,  but  the  question 
has  several  times  been  asked  me  about  the  quaUty  of  the  coal,  and 
I  think  it  is  fair  to  present  the  facts.  I  will  offer  this  little  pamphlet 
which  contains  a  map  on  the  first  page  showing  the  Black  Mountain 
Railroad  as  it  existed. 

The  Chairman.  I  do  not  see  how  we  could  put  this  pamphlet  into 
tjie  record.  You  can  leave  this  with  the  committee,  but  we  wiU  not 
treat  it  as  an  exhibit. 

Mr.  Douglas.  With  whom  did  you  conduct  negotiations,  and  when 
was  the  trade  concluded  ? 

Mr.  DuLANEY.  With  Mr.  H.  K.  McHarg.  The  trade  was  formally 
concluded  between  his  company  and  mine  September  20,  1905. 

Mr.  Thom.  Was  that  by  written  contract,  Mr.  Douglas  ?  Can  you 
produce  the  contract  ? 

Mr.  DuLANEY.  I  can,  sir. 

Mr.  Thom.  We  would  like  to  have  that  produced,  your  honors. 

Mr.  DuLANEY.  I  shall  produce  it. 

Mr.  Douglas.  Did  the  Southern  S,ailway  Co.  at  that  time  pur- 
chase and  take  over  the  Virginia  &  Southwestern  Eailway  ? 

Mr.  DuLANEY.  No.  The  formal  transfer  of  sale  did  not  take  place 
until  probably  seven  or  eight  months  later;  I  think  eaily  in  1906. 

Mr.  Douglas.  Did  you  know  that  a  sale  was  to  be  made  of  the 
Virginia  &  Southwestern  Railway  to  the  Southern  Railway  ? 

Mr.  DuLANEY.  I  had  heard  so.  Mr.  McHarg  had  told  me  that  a 
sale  had  been  arranged  between  himself  and  Mr.  Spencer,  the  presi- 
dent of  the  Southern  Railway. 

Mr.  Douglas.  Mr.  McHarg  was  at  that  time  president  of  the  Vir- 
ginia &  Southwestern  Railway? 
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Mr.  DuLANEY.  He  was. 

Mr.  Douglas.  Did  you  consult  Mr.  Spencer  before  closing  the 
transaction  with  Mr.  McHarg  ?  I  mean  the  sale  of  the  Black  Moun- 
tain Railroad  ? 

Mr.  DuLANEY.  I  did,  for  the  reason  that  the  Southern  Railway  had 
been  previously  considering  the  matter  with  me  of  building  into  our 
field  irom  a  point  on  the  Knoxville  &  Cumberland  Gap  Railway, 
about  55  miles  away.  Therefore,  before  I  concluded  the  sale,  I  saw 
Mr.  Spencer,  who  declined  to  affirm  or  deny  Mr.  McHarg's  statement, 
but  said  that  he  thought  I  was  on  the  right  Une  and  assured  me  that 
the  Southern  Railway  Co.  would,  without  unnecessary  delay,  make 
Charleston  an  outlet  for  the  Virginia  coal,  that  there  would  at  least 
be  a  working  agreement  between  the  two  railroads. 

Mr.  Douglas.  That  was  in  what  year? 

Mr.  Dulaney.  That  was  prior  to  September,  1905. 

Mr.  Douglas.  What  further  inducement,  if  any,  did  Mr.  McHarg 

S've  you  in  this  matter  in  connection  with  the  sale  of  the  Black 
ountain  Raihoad  ? 

Mr.  Dulaney.  He  caused  the  Virginia  Iron,  Coal  &  Coke  Co.,  of 
which  he  was  president,  to  take  a  leasehold  in  the  Black  Mountain 
field. 

Mr.  Douglas.  That  is  included  in  the  property  of  the  Black 
Mountain  Coal  Co. 

Mr.  Dulaney.  Yes;  he  promised  to  open  without  delay  a  large 
coal  operation  and  through  his  influence  in  every  way  to  brmg  about 
a  big  coal  movement  from  that  field. 

Mr.  Douglas.  Did  he  carry  out  his  promise  ? 

Mr*.  Dulaney.  His  company  made  the  lease,  but  no  developments 
were  made  by  him  for  four  years,  but  he  himself  ignored  every  promise 
made,  and  ms  course  and  conduct  since  convinces  me  that  the  pur- 
pose from  the  beginning  in  obtaining  control  of  this  Uttle  road  was 
to  tie  up  the  field  and  prevent  the  tidewater  movement,  or  any  other 
movement  that  would  compete  with  the  coal  trust. 

Senator  Smith  of  Michigan.  Let  us  see  about  that  for  a  moment.' 

Mr.  Dulaney.  I  will  foUow  that  right  up  to  show. 

Senator  Smith  of  Michigan.  But  I  desire  to  ask  a  question  at  this 
point.  Do  you  regard  the  so-called  Black  Mountain  Railroad  as  in 
any  way  the  key  to  that  coal  situation  nowy  or  have  you  at  any  time  ? 

Mr.  Dulaney.  Before  the  Vir^nia  &  Southwestern  Railway  ex- 
tended into  that  Une,  the  Lomsville  &  Nashville's  attitude  was 
friendly,  and  its  officials  had  expressed  to  me  that  if  we  had  depended 
on  it,  it  would  have  taken  care  of  our  field. 

Senator  Smith  of  Michigan.  When  you  built  it  in  there  you  evidently 
did  it  with  a  purpose,  did  you  not  ? 

Mr.  Dulaney.  When  I  built  the  Black  Mountain  road,  the  Louis- 
ville &  Nashville  spent  probably  a  quarter  of  a  miUion  dollars  to  con- 
nect with  our  line,  the  Black  Mountain  line. 

Senator  Smith  of  Michigan.  So  that  you  did  regard  it  as  vital  then  ? 

Mr.  Dulaney.  I  did. 

Senator  Smith  of  Michigan.  Was  it  vital  when  you  sold  it  ? 

Mr.  Dulaney.  Yes;  very. 

Senator  Smith  of  Michigan.  And  what  did  you  .ell  it  for  ? 

Mr.  Dulaney.  Because  of  the  promise  that  it  was  to  be  a  part  of 
the  line  that  would  give  a  double  outlet. 
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Senator  Smith  of  Michigan.  Just  verbal  promises  ? 

Mr.  DuLANEY.  Yes. 

Senator  Smith  of  Michigan.  It  seems  to  me  vou  were  mighty  easy. 

Mr.  DuLANEY.  An  easy  victim,  yes,  sir;  probably  so. 

Senator  Smith  of  Michigan.  I  do  not  mean  that  by  way  of  criticism, 
but  I  only  mean  that  if  it  were  ever  the  kejr  to  the  Black  Mountain 
operation,  that  little  road  of  yours,  to  part  with  it  was  to  throw  away 
the  key. 

Mr.  Douglas.  Will  you  pardon  an  interruption,  Senator.  Mr. 
Dulanev  reserved  trackage  rights  over  that  road  for  the  Louisville  & 
Nashville  in  perpetuity. 

Senator  Smith  of  mchigan.  That  is,  he  gave  them  the  right  to  use 
the  road  in  perpetuity  upon  probably  reasonable  terms  ? 

Mr.  DuLANEY.  My  position  is  this:  There  was  a  time  a  few  years 
ago  when  two  railroaas  were  considered  better  than  one;  they  were, 
natural  competitors  and  I  looked  at  it  from  that  standpoint,  that  the 
laws  of  the  land  would  protect  me  and  would  see  that  the  natural 
conditions  for  competition  would  remain.  Following  that,  the  con- 
dition has  changed.  One  of  the  reasons  I  sold  the  road  was,  first, 
because  I  was  assured  I  would  get  an  outlet,  and  the  logical  reason 
was  that  it  gave  me  two  railroads  instead  of  one. 

Senator  Smith  of  Michigan.  You  did  not  sell  it,  because  you  were 
discouraged  from  the  outlook  of  the  development  of  the  so-called 
Black  Mountain  mines  ? 

Mr.  DuLANEY.  No.  The  field  was  just  started,  and  I  was  making 
ever}  effort  I  coula  to  get  railroads  into  it. 

Mr.  Lyon.  You  opened  up  that  field  for  the  twu  great  tianspor- 
tation  systems  that  serve  that  comitrj  on  terms  of  equalit}'  ? 

Mr.  DuLANEY.  I  did. 

M**.  Ijyon.  And  that  is  all  that  could  be  accomplished  by  any 
railroad  unless  you  wanted  to  use  it  as  a  tap  outlet  and  get  illegal 
returns  from  it? 

Senatrr  Smith  of  Michigan.  Where  would  yiu  be  if  you  owned 
that  r^ad  now?  What  would  be  your  situation  to-day  if  you  owned 
the  so-called  Black  Mountain  Railroad  ? 

Mr.  DuLANEY.  If  I  owned  the  so-called  Black  M')untain  Railroad, 
without  the  connection  to  the  Virginia  &  vSouthwestern,  I  would 
he  dependent  upon  the  Louisville  &  Nashville,  and  its  policy,  as 
appears  in  its  htters  which  will  bo  shown  later,  is  to  take  care  of 
the  mines  which  are  absolutely  dependent  upon  it.  Since  that  time 
it  has  said  we  can  go  out  over  the  Southern — they  do  not  want  us. 
I  shall  produce  a  letter  to  show  substantially  that  exact  statement. 
Senator  Smith  of  Michigan.  1  was  looking  over  this  Report  on 
Kscrimination  and  Monopohes  in  Coal  and  Oil,  made  by  the  Interstate 
Commerce  Commission  in  1907,  and  find  that  the  association  was  a 
sort  of  voluntary  association,  entered  into  for  the  purpose  of  pre- 
'^enting  or  minimizing  a  habit  of  giving  rebates  indiscriminately,  and 
that  among  the  understandings  which  eventuated  from  this  associ- 
ation was  an  arbitrary  assignment  of  percentage  of  toimage  which 
should  go  to  the  component  roads.  Did  that  enter  into  the  situation 
^t  all,  so  far  as  your  road  was  concerned  ?  Did  you  catch  what  I 
mean? 

Mr.  DuLANEY.  I  do  not  really  quite  see  the  connection. 
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Senator  Smith  of  Michigan.  I  find  on  page  32  of  this  report  that 
one  of  the  conditions  of  this  association  was  the  arbitrary  assignment 
of  certain  percentages  of  tonnage  to  the  roads  composing  this  asso- 
ciation. The  conditions  are  set  forth  on  page  30,  where  John  B. 
Thayer,  fourth  vice  president  of  the  Southern  Railroad  Co.  said: 

A  pariod  of  great  demoralization  in  freight  rates.  The  traffic  system  of  this  country 
was  being  run  by  rebate  pDwer.  Every  possible  effort  was  made  by  those  managers 
to  devise  some  means,  some  organizations,  or  some  agreement  within  the  provisions  of 
the  law  which  would  permit  them  to  control  or  regulate  this  discrimination  and  this 
disturbed  state  of  affairs. 

Mr.  Hob  art:  The  idea  was  that  they  wanted  to  have  any  road  which  was  making 
coal  rates  *  *  *  to  those  Southern  points  to  have  an  understanding  before  they 
would  reduce  a  rate  to  one  point  on  one  road. 

And  there  is  carried  throughout  this  report  the  idea  that  the  organi- 
zation was  to  prevent  these  indiscriminate  rebates  and  to  arbitrarily 
'assign  the  tonnage  that  could  be  hauled  by  the  respective  members 
of  the  association  from  these  coal  fields. 

Mr.  DuLANEY.  You  are  presenting  there  exactly  the  argument  of 
the  railroads. 

Senator  Smfth  of  Michigan.  I  am  saying  that  is  what  they  say  here 
in  this  report. 

Mr.  DuLANEY.  Yes,  sir.     Now,  the  commission  says,  following  that: 

This  committee  is  still  in  existence  and  since  that  time  has  had  two  meetings,  the 
last  being  held  in  New  York  City  on  the  12th  of  October,  1905  (p.  2507),  at  which 
meeting  Mr.  T.  D.  Hobart  testified  that  recommendations  pr  resolutions  as  shown  by 
the  minutes  merely  confirmed  the  old  understanding.  There  is  a  clear.conclu8ion  to 
be  drawn  from  the  above  that  there  was  and  is  an  agreement  among  the  several  rail- 
roads mentioned  not  to  reduce  coal  rates  without  consultation  and,  the  inference  is, 
without  the  consent  of  the  railroad  companies  represented  on  said  committee. 

You  read  a  part  of  the  evidence  given  by  the  railroads  and  I  was 
reading  the  conclusion  that  the  commission  arrived  at  after  hearing 
that  evidence. 

Senator  Smith  of  Michigan.  What  I  am  getting  at  is  the  percent- 
ages that  were  arbitrarily  assigned  to  the  Beech  Creek  Railroad,  the 
Chesapeake  &  Ohio,  the  Norfolk  &  Western,  and  other  members  of 
this  association  as  their  maximum  haul.  What  I  wanted  to  know  is 
whether  that  restricted  you  in  your  operation? 

Mr.  DuLANEY.  Most  certainly. 

Senator  Smith  of  Michigan.  That  is  rather  important  to  me. 

Mr.  DuLANEY.  May  I  explain? 

Mr.  Thom.  I  would  like  to  call  attention  there  to  the  fact  that  that 
assignment  of  percentages  did  not  apply  to  the  Associa  ed  Railways 
of  Virginia  and  the  Carolinas,  but,  as  stated  there,  would  apply  to  the 
Tidewater  Bituminous  Coal  Traffic  Association,  which  did  not  em- 
brace this  territory  we  are  investigating  here. 

Mr.  DuLANEY.  That  is  the  point  I  want  to  cover,  if  you  will  permit 
me,  sir.  That  agreement  did  divide  up  the  tidewater  business,  divided 
up  the  whole,  the  sum  of  those  fractions,  the  entire  tidewater  business 
under  that  arrangement,  and  it  was  divided  among  the  Norfolk  & 
Western,  the  Chesapeake  &  Ohio,  the  Baltimore  &  Ohio,  the  Beech 
Creek  Division  of  the  New  York  Central,  the  Pennsylvania  Railroad 
and  the  Reading,  leaving  nothing  for  tidewater  to  any  other  road. 

Mr.  Thom.  That  is  not  what  I  understand.  I  understand  that  that 
was  a  division  of  tonnages  from  the  mines  on  these  particular  roads, 
and  not  of  all  bituminous  coal. 
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Mr.  DuLANEY.  The  statement  stands  here  and  should  be  considered 
from  the  pamphlet. 

Senator  Smith  of  Michigan.  What  I  wanted  to  see  was  whether 
that  association,  ^y  this  arbitrary  assignment  of  tonnages 

Mr.  DuLANEY.  It  took  unto  itself  aU  the  tidewater  business,  as  I 
construe  it,  and,  as  the  commission  evidently  cons  rues  it  there, 
because  it  says  so. 

Senator  Smith  of  Michigan.  Did  it  affect  your  output  at  all  ? 

Mr.  DuLANEY.  We  were  on  the  Southern,  and  under  that  the 
Southern  had  no  tidewater  business  at  all,  and,  as  I  explained  in  my 
testimony  on  yesterday,  there  was  another  association  south  of  this 
bituminous  association,  which  embraces  the  Southern  Railway,  the 
Atlantic  Coast  Line,  and  the  Louisville  &  Nashville,  and  those  roads 
that  are  operated  in  the  southeastern  territory.  The  Norfolk  & 
Western,  for  example,  became  a  member  of  the  committee  repre- 
senting those  roads  as  well,  and  you  will  see  from  that  pamphlet  those 
roads  agreed  not  to  reduce  rates  anywhere  in  the  southeast  without 
the  Noriolk  &  Western,  and  the  Norfolk  &  Western  is  a  member  of 
both. 

Mr.  Thom.  I  desire  to  call  the  attention  of  tne  committee  to  the  fact 
that  the  Tidewater  Bituminous  Coal  Traffic  Association  does  not 
purport,  under  the  report  of  this  commission,  to  deal  with  anything 
except  bituminous  coal  originating  on  their  lines,  and  not  other 
bituminous  coal. 

Mr.  Douglas.  Our  position  is  that  the  tidewater  association  under- 
took to  divide  out  amongst  half  a  dozen  roads  all  of  the  tidewater 
business  and  that  the  Associated  Railways  of  Virginia  and  the  Caro- 
linas,  in  dividing  out  no  tidewater  business,  shows  an  affirmative 
acquiescence  in  the  understanding  that  the  older  and  larger  associa- 
tion takes  it  all  in.     That  is  our  position  to-day. 

Senator  Tillman.  And  it  includes  the  South  Atlantic  coast? 

Mr.  Douglas.  Yes. 

Mr.  Lyon.  And  the  evidence  is  thev  have  not  moved  a  ton  of  tide- 
water  coal. 

Senator  Potndexter.  What  was  said  in  the  agreement  of  the  Vir- 
ginia-CaroUnas  Association  as  to  the  distribution  of  tonnage  ? 

Mr.  Douglas.  Not  a  word;  and  since  that  time  the  other  associa- 
tion is  moving  coal. 

Mr.  RiXEY.  Where  ? 

Mr.  Douglas.  A  thousand  miles  south,  bv  barges  and  schooners. 

Mr.  RiXEY.  Do  I  understand  you  to  say  that  the  northern  mines 
move  all  the  coal  to  the  South  Atlantic  ? 

Mr.  Douglas.  Practically. 

Mr.  Thom.  We  are  absolutely  at  issue  on  that. 

The  Chairman.  Let  us  take  the  testimony  arid  see  who  is  sus- 
tained.    Proceed  with  the  testimonv. 

Mr.  Douglas.  Mr.  Chairman,  permit  me  to  say  that  if  observa- 
tions like  that  suggested  by  Mr.  Thom  can  be  injected  into  the  testi- 
mony of  a  witness,  it  simply  compels  us,  if  we  discharge  our  duty,  to 
r"ve  our  reply.  I  want  to  say,  with  all  courtesy  to  Mr.  Thom,  that 
do  not  think  that  is  proper  procedure.  Mr.  Thom  is  not  on  the 
witness  stand  and  Mr.  Dulaney  is,  and  I  do  not  think  it  proper  to 
put  into  the  record,  in  the  heart  of  Mr.  Dulaney 's  testimony,  Mr. 
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Thorn's  comments  and  arguments  upon  it,  and  I  object  to  the  pro- 
cedure. 

The  Chairman.  It  is  always  difficult  to  keep  counsel  entirely  quiet 
as  the  case  proceeds,  but  1  think  the  committee  has  enough  dis- 
crimination to  know  what  is  testiihon}"  and  what  is  not.  We  wiD 
proceed. 

Mr.  TiiOM.  I  must  say  I  think  it  a  prerogative  of  counsel,  as  the 
case  goes  on,  to  make  a  position  clear  to  the  committee  and  that  the 
committee  can  control  tne  extent  to  which  that  is  carried. 

The  Chairman.  Very  well;  let  us  go  ahead. 

Mr.  Douglas.  I  asked  you  if  Mr.  McHarg  carried  out  his  terms, 
and  I  believe  you  said  that  he  did  not.  How  much  do  the  invest- 
ments in  your  Black  Mountain  field  represent  ? 

Mr.  DuLANEY.  I  stated  on  yesterday  that  the  investments  in  the 
Black  Mountain  field  were  something  over  $5,000,000;  including  Ihe 
railroads  there,  it  is  probably  in  the  neighborhood  of  $7,000,000. 

Mr.  Douglas.  How  many  coal  mines  are  in  operation  there  ? 

Mr.  DuLANEY.  There  are  seven  mines  in  operation  and  a  large 
plant  in  course  of  construction. 

Mr.  Douglas.  You  mean  a  large  coal  operation  ? 

Mr.  DuLANEY.  Yes;  a  large  coal  operation  in  the  course  of  con- 
struction. 

Mr.  Douglas.  I  think  Senator  Smith  asked  you  the  output  of  the 
Black  Mountain  mines  ? 

Mr.  DuLANEY.  In  the  year  1912,  the  output  was  463,397  tons.  In 
1913,  it  was  59,127  tons  less  than  it  was  in  1912. 

Mr.  Douglas.  How  much  could  these  mines  produce  yearly? 

Mr.  DuLANEY.  With  a  profitable  market,  I  would  undertake  to  put 
out  2,000,000  tons  within  12  months  from  date. 

Mr.  Douglas.  You  mean  proper  transportation  rate? 

Mr.  DuLANEY.  A  profitable  market  covers  the  matter. 

Mr.  Douglas.  Is  it  possible  to  make  any  profit  or  to  get  any  return 
on  your  investment  under  present  rate  conaitions  ? 

Mr.  DuLANEY.  It  is  absolutely  impossible. 

Mr.  Douglas.  How  long  have  these  conditions  continued  to  exist? 

Mr.  DuLANEY.  Ever  since  this  field  was  opened  for  business,  about 
six  vears  ago. 

Mr.  Douglas.  Did  the  railroads  encourage  the  making  of  these 
investments  originally  ? 

Mr.  DuLANEY.  The  Southern  Railway  and  the  Louisville  &  Nash- 
ville Railroad  encouraged  them  and  both  spent  large  sums  of  money 
to  reach  the  property.  The  Southern  Railway  spent  about  a  milUon 
dollars  and  tlie  Louisville  &  Nashville  Railroad  about  a  quarter  of  ft 
million  dollars  to  reach  the  property. 

Mr.  Douglas.  How  do  you  account  for  these  extraordinary  con- 
ditions ? 

Mr.  DuLANEY.  It  is  a  plain  case  of  holdup.  To  produce  the  pres- 
ent rate  conditions  required  influence — influence  sufficient  to  control 
the  rate  making  of  three  great  railroads,  namely,  the  Southern  Kail' 
way,  the  Louisville  &  Nashville  Railroad,  and  the  Norfolk  &  Western 
Railway.  So  I  point  again  to  Exhibit  1  and  the  eight  or  nine  names 
connected  therewith  as  the  only  answer  that  I  can  give  to  that  ques- 
tion. 
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Mr.  Douglas.  Who  was  president  of  the  Virgmia  &  Southwestern 
lailway  Co.  when  the  rates  were  made  by  it  for  your  coal  fields  ? 

Mr.  DuLANEY.  Mr.  H.  K.  McHarg,  one  of  the  men  named  in 
Bxhibit  No.  1.  Mr.  McHarg  was  also  president  of  the  Virginia  Iron, 
Deal  &  Coke  Co.^  our  nearest  Coal  Trust  competitor,  and  for  a  time  all 
the  mines  of  this  companjr  and  all  the  mines  of  our  company  were 
embraced  in  the  same  snipping  group,  namely,  the  Appalachian  group. 
Mr.  Douglas.  I  think  you  have  covered  that  in  part  on  yesterday. 
Do  the  mines  of  the  Virginia  iron,  Coal  &  Coke  Co.,  located  on  the 
Norfolk  &  Western  Railway,  have  the  same  rate  south  over  the 
Southern  Railway  as  the  Black  Mountain  mines  have  ? 

Mr.  DuLANEY.  They  do.  A  part  of  that  group  reaches  into  the 
Norfolk  &  Western  territory.  Tlie  particular  point  I  wish  to  develop 
is  this:  The  Toms  Creek  mines  are  located  on  the  Norfolk  &  Western 
road.  In  reaching  southward  over  the  Southern  into  southern  ter- 
ritory the  Southern  Railway  absorbs  a  charge  and  gives  them  the 
Appalachian  rate  southward.  Those  mines  are  the  ones  that  take 
the  Norfolk  &  Western  rate  to  Pocahontas,  so  they  have  the  double 
advantage  over  the  Black  Mountain  situation. 

Mr.  Douglas.  Both  in  the  Appalachian  group  and  the  Pocahontas 
group? 

Mr.  DuLANEY.  One  of  the  Norfolk  &  Western  groups.  I  can  not 
exactly  designate  them,  but  it  is  the  one  that  has  the  $1.40  rate  to 
tidewater  at  the  piers  at  Norfolk. 

Mr.  Douglas.  Do  you  know  what  the  annual  output  is  of  the  four 
mines  of  the  Virginia  Iron,  Coal  &  Coke  Co.  ?- 

Mr.  DuLANEY.  I  understand  it  as  between  two  and  two  and  one- 
half  million  tons. 

Mr.  Douglas.  And  the  seven  mines  in  your  field  only  about  one- 
half  million  tons  ? 
Mr.  DuLANEY.  Less  than  half  a  million. 

Mr.  Douglas.  Could  this  be  accounted  for  on  the  basis  of  lack  of 
capital  or  means  of  operation  ? 

Mr.  DuLANEY.  No;  it  is  a  question  of  transportation.     I  say  any  ♦ 
operator  in  our  field  can  get  all  the  money  he  needs  when  the  coal 
can  be  moved  at  a  profit. 

Mr.  Douglas.  How  do  you  account  for  Mr.  McHarg's  influence  with 
the  Norfolk  &  Western  Railway  ? 

Mr.  DuLANEY.  Naturally,  the  Norfolk  &  Western  does  not  want 
Charleston  opened  as  a  coal  port.  The  Norfolk  &  Western  is  itself 
in  the  coal  business  just  as  much  as  my  company.  When  Mr. 
McHarg  bought  the  Black  Mountain  Railroad  from  me  he  claimed 
to  favor  the  Charleston  outlet,  but  after  the  Norfolk  &  Western  made 
rates  and  provided  outlet  for  his  coal — and  the  railroads  bought  a  large 
portion  bi  his  output — he  did  not  need  the  outlet  at  Cnarleston. 
Another  fact,  too,  not  to  be  overlooked,  is  Mr.  Berwind's  influence 
^th  the  Pennsylvania  Railroad.  (See  Exhibit  No.  1  and  Exhibit 
No.  13.)  From  Exhibit  No.  1  and  Exhibit  No.  2,  you  may  see  that 
he  is  not  only  an  important  railroad  official  in  the  Pennsylvania 
system,  but  one  of  the  largest  coal  operators,  both  on  the  Norfolk  & 
Western  Railway  and  on  the  Pennsylvania  Railroad,  which  controls 
the  Norfolk  &  Western.  Mr.  Berwind  and  Mr.  McHarg  were  both 
shown  as  directors  of  the  Virginia  &  Southwestern  Railway  Co.  and 
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the  Virginia  Iron,  Coal  &  Coke  Co.,  and  have  been  interested  in 
profitable  deals  to  the  Southern  Railway  Co. 

Mr.  Douglas.  You  have  sp  )ken  of  Mr.  Berwind's  association  with 
or  connection  with  the  Pennsylvania  Railroad.  Will  you  tell  the  com- 
mittee what  light  the  arrangement  between  the  Pennsylvania  Railroad 
and  thd  Berwind  pe jple  about  the  Harsimus  Pier  will  throw  upon  that 
subject  ? 

Mr.  DuLANEY.  In  that  connection  I  will  offer  Exhibit  No.  13,  which 
is  in  the  words  and  figures  following: 

Exhibit  No.  13. 
harsimus  pier. 

The  HarsimuH  Pier  is  located  on  New  York  Harbor,  near  the  Pennsylvania  Rail- 
road Station,  Jersey  City,  where  the  ierry  boats  cross  to  New  York  City.  It  is  con- 
sidered the  most  convenient  and  the  most  valuable  coal  pier  on  the  harbor.  It  is 
leased  by  the  Pennsylvania  Railroad  at  $1,000  a  year  to  Berwind  &  White,  who,  in 
turn,  lea^e  it  back  to  the  Pennsylvania  Railroad  for  an  enormous  sum.  Here  are 
the  facts,  from  the  Interstate  Commerce  Commission's  report  of  January  25,  1907: 

The  Berwind  &  White  Co.  leased  the  ground  from  the  Pennsylvania  Railroad  and 
pays  $1,800  a  year  for  the  lea'^ehold.  The  Pennsylvania  Railroad  then  erected  a 
pier  on  this  ground  at  a  cost  of  $100,000  (odd)  and  gave  Berwind  &  White  10  years, 
without  interest,  in  which  to  pay  for  the  pier.  During  this  10-year  period  the  Pennsyl- 
vania Railroad  paid  Berwind  &  White  15  cents  a  ton  for  all  coal  it  moved  over  lie 
pier.  At  the  end  of  the  10-year  period  Berwind  &  White  paid  the  $106,000  without 
interest;  but  some  time  after  that  date  the  price  for  moving  coal  over  the  pier  was 
reduced  to  7  cents.  The  report  also  shows  that  the  Pennsylvania  Railroad  provided 
for  Berwind  &  White  1,000  mdividual  cars,  which  are  used  extensively  in  coal  serv- 
ice between  this  pier  and  th^  Berwind  &  Whit-e  mines.  The  rei)ort  also  shows  that 
the  average  detention  of  these  individiial  cars  for  round  trip  is  six  hours,  while  the 
average  detention  for  round  trip  for  other  freight  cars  between  other  docks  on  the 
harbor  and  other  mines  was  eight  days.  The  report  also  shows  that  a  great  deal  of 
the  coal  is  not  weighed  either  at  the  mines  or  at  the  pier.  That  is  the  substance  of 
the  report  on  this  subject  by  the  Interstate  Commerce  Commission  in  1907. 

For  the  year  1913,  as  nearly  as  I  can  find  out,  the  Pennsylvania  Railroad  moved 
3,600,600  tons  over  this  pier,  which,  at  7  cents  a  ton,  amounts  to  $252,000.  This  is 
based  upon  a  movement  of  300  cars  a  day  for  300  days,  40-ton  cars. 

The  recent  Advance  Rate  case  developed  the  fact  that  during  the  12  months  end- 
ing June  30, 1913,  the  rental  or  rebate  on  account  of  this  pier  amounted  to  $261,644.80(?); 
also,  that  a  small  part  of  the  premises  is  now  leased  back  to  the  Pennsylvania  Railroad 
bv  Berwind  and  White  for  $1,800  a  year,  thus  covering  the  lease  to  Berwind  and 
White. 

Coal  reaches  tidewater  over  the  Pennsylvania  Railroad  at  Greenwich  Pier,  Phila- 
delphia; South  Amboy,  N.  J.;  Harsimus  Pier  and  Greenville  Pier,  in  New  York 
Harbor;  and  at  Baltimore,  Md.  (p.  80). 

These  various  piers  or  ports  are  used  by  all  shippers  of  bituminous  coal  on  the 
Pennsylvania  Railroad,  with  the  excei)tion  of  Harsimus  Pier,  which  is  leased  by  the 
railroad  company  to  the  Berwind- White  Coal  Mining  Co.,  and  Greenville  Pier,  in 
New  York  Harbor,  leased  to  the  Susquehanna  Coal  Co.  (p.  4245).  The  lease  of  Har- 
simus Pier  is  dated  March  1,  1889,  and  the  particulars  thereof  are  given  by  Mr.  Max 
Riebenack,  comptroller  of  the  Pennsylvania  Railroad  (p.  5309),  as  follows: 

"The  land  is  owned  by  the  United  New  Jersey  Railroad  &  Canal  Co.  f^e  Penn- 
sylvania Railroad  €o.,  as  lessee,  operates  and  works  the  property  of  that  company. 
The  land  is  valued  by  the  New  Jersey  State  authorities  at  $45,000,  which,  at  4  per 
cent,  is  $1,800  per  annum,  the  amount  of  the  rental  charged  the  Berwind- White 
Coal  Mining  Co.  The  Berwind- White  Coal  Mining  Co.  leases  this  land  and  pays  a 
rental  therefor  of  $1,800  per  annum.  There  is  erected  on  this  land  a  pier  and  trestle 
which  was  built  bjr  the  Pennsylvania  Railroad  Co.,  and  for  which  Berwind- White 
Coal  Mining  Co.  paid  the  Pennsylvania  Railroad  Co.  the  sum  of  $106,475.46." 

It  is  significant  that  of  the  payment  of  $106,475.45  above  stated  for  construction  of 
pier  and  trestle,  $80,150  was  paid  December  23,  1899  (having  been  billed  November 
13,  1899),  and  the  balance,  $46,325.46  (?),  was  paid  on  May  21,  1906,  the  work  having 
been  done  during  the  year  1899  (p.  5310).    Numerous  requests  for  payment  of 
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balance  were  made.  No  interest  was  charged  (p.  5311)  the  Berwind-White  Goa 
Mining  Co.,  and  pajrment  was  finally  made  while  the  Interstate  Commerce  Com- 
mission was  in  the  midst  of  the  public  hearings  upon  this  resolution.  The  Berwind- 
White  Coal  Mining  Co.  received  an  allowance  of  15  cents  per  ton  handling  coal  upon 
this  pier  from  date  of  lease  up  to  November,  1905,  when  it  was  reduced  to  7  cents  per 
ton  (p.  5819). 

On  the  14th  day  of  December,  1904,  the  Pennsylvania  Railroad  Co.  ceased  weighing 
coal  from  what  is  known  as  the  "Scalp  level  region,"  on  the  line  of  said  road,  where 
the  coal  is  produced  by  the  Berwind-White  Coal  Mining  Co.,  and  shipped  to  Ilarsimus 
Pier  (p.  4346).  The  weights  were  estimated  and  freight  charges  paid  on  said  freights. 
Neither  was  this  coal  weighed  at  the  terminal,  it  being  stated  "that  it  was  a  laborious 
performance"  (p.  4256). 

The  exclusive  use  of  Harsimus  Pier  was  of  great  advantage  to  the  Berwind-White 
Coal  Mining  Co.,  and  while  the  excuse  seems  to  be  that  this  company  was  engaged  in 
furnishing  a  large  part  of  the  fuel  coal  for  the  trans- Atlantic  steamship  lines,  and  there- 
fore it  was  necessary  that  it  should  have  prompt  movement  of  coal,  the  same  facilities 
should  be  offered  by  the  railroad  company  to  other  shippers  in  order  to  enable  them  to 
compete  for  this  class  of  business.  The  average  detention  of  an  individual  car  of  the 
Berwind-\\Tiite  Coal  Mining  Co.,  at  Harsimus  Pier,  the  year  through  is  six  hours, 
while  the  detention  of  cars  of  other  shippers  at  the  other  terminals  is  eight  days  (p. 
6091),  and  thus  it  will  be  seen  the  great  advantage  of  the  Berwind-White  Coal  Mining 
Co.  in  the  exclusive  use  of  "individual  cars"  and  "Harsimus  Pier." 

You  have  asked  me  what  the  Harsimus  Pier  incident  is,  and  I  will 
read  a  part  of  Exhibit  No.  13.  The  Harsimus  Pier  is  located  on  New 
York  Harbor  near  the  Pennsylvania  Railroad  Station,  Jersey  City, 
where  the  ferryboats  cross  to  New  York  City.  It  is  considered  the 
most  convenient  and  the  most  valuable  coal  pier  on  the  harbor.  It 
is  leased  by  the  Pennsylvania  Railroad  at  $1,800  a  year  to  Berwind 
&  White,  who,  in  turn,  lease  it  back  to  the  Pennsylvania  Railroad 
for  an  enormous  sum.  Here  are  the  facts  from  the  Interstate  Com- 
merce Commission's  report  of  January  25,  1907,  supplemented  by  a 
rate  report  of  the  advanced  rate  case: 

The  Berwind  &  White  Co.  leased  the  ground  from  the  Pennsylvania  Railroad  and 
pays  $1,800  a  year  for  the  leasehold.  The  Pennsylvania  Railroad  then  erected  a 
pier  on  tJiis  ground  at  a  cost  of  $100,000  (odd)  and  gave  Berwind  &  White  10  years 
without  interest  in  which  to  pay  for  the  pier.  During  this  10-year  period  the  Penn- 
sylvania Railroad  paid  Berwind  &  White  15  cents  a  ton  for  all  coal  it  moved  over  the 
pier.  At  the  end  of  the  10-year  period  Berwind  &  White  paid  the  $106,000  without 
mterest.  But  some  time  after  that  date  the  price  for  moving  coal  over  the  pier  was 
reduced  to  7  cents.  The  report  also  shows  that  the  Pennsylvania  Railroad  provided 
for  Berwind  &  White  1,000  individual  cars  which  are  used  exclusively  in  coal  service 
between  this  pier  and  the  Berwind  &  White  mines. 

The  report  also  shows  that  the  average  detention  of  these  individual 
cars  for  round  trip  is  six  hours;  that  is,  a  complete  round  trip  from 
the  mines  to  the  pier  and  back,  the  detention  at  the  pier  averages 
six  hours  per  trip,  while  the  average  detention  for  round  trip  for 
other  frei^t  cars  between  other  docks  on  the  harbor  and  other 
mines  was  eight  days.  The  report  also  shows  that  a  great  deal  of 
the  coal  is  not  weighed  either  at  the  mines  or  at  the  pier.  That  is 
the  substance  of  the  report  on  this  subject  by  the  Interstate  Com- 
merce Commission  in  1907. 

The  recent  "Advance  Rate  case''  developed  the  fact  that  during 
the  18  months  ending  June  30,  1913,  the  rental  or  rebate — that  is 
my  own  language— on  account  of  this  pier  amounted  to  $261,644.80; 
it  also  developed  the  fact  that  a  small  part  of  the  premises  is  now 
leased  back  to  the  Pennsylvania  Railroad  by  Berwind  &  White  for 
$1,800  a  year. 

Senator  Poindexter.  Do  those  conditions  still  exist  ? 
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Mr.  DuLANEY.  They  do  so  far  as  1  am  able  to  find  out.  This 
brmgs  it  up  to  June  30,  1912. 

Mr.  Douglas.  And  the  leasing  back  of  this  original  part  of  the 
leasehold  has  the  effect  of  Berwind-White  paying  nothing  whatever 
or  having  no  investment  whatever  in  the  Harsimus  pier  ? 

Mr.  DuLANEY.  Having  no  investment.  A  recent  report  made  by 
the  Berwind-White  mines  within  the  last  few  weeks,  shows  that  they 
have  nearly  4,000  private  individual  freight  cars  for  exclusive  use  of 
their  mines. 

Senator  Poindexter.  Whe^e  are  their  mines  located? 

Mr.  DuLANEY.  That  will  also  be  shown  exactly  by  another  witness. 
I  can  tell  you  in  a  general  way. 

Senator  Poindexter.  Go  ahead.  We  will  not  stop  the  trend  of  the 
testimony  now. 

Mr.  DuLANEY.  They  have  mines  on  the  Pennsylvania  Railroad, 
on  the  Chesapeake  &  Ohio,  on  the  Norfolk  &  Western  Railroad.  The 
exact  location 

Senator  Poindexter.  Do  they  own  the  Virginia  Iron,  Coal  &  Coke 
Co.? 

Mr.  DuLANEY.  Mr.  Berwind  was  one  of  the  original  directors.  I 
think  he  is  not  now  interested.  I  do  not  know  it.  In  West  Virginia 
the  New  River-Pocahontas  is  their  principal  company,  but  it  wiU  be 
discussed  later  on. 

Mr.  Douglas.  Where  is  that  company? 

Mr.  DuLANEY.  It  is  on  the  Chesapeake  &  Ohio  in  West  Virginia 
and  the  Norfolk  &  Western. 

Senator  Poindexter.  Is  Mr.  McHarg  connected  with  the  Berwind- 
White  'Co.  ? 

Mr.  DuLANEY.  I  can  not  answer  that  question.  He  and  Mr.  Bar- 
wind  are  interested  in  a  great  many  things,  to  my  personal  knowledge. 

Senator  Tillman.  Mr.  Dulaney,  I  would  like  to  ask  where  is  that 
mine,  between  which  and  this  Harsimus  Pier  is  only  six  hours  ? 

Mr.  Douglas.  I  think  the  committee  must  have  misunderstood 
you. 

The  Chairman.  He  did  not  say  only  ''six  hours.''  He  said  they 
only  kept  his  cars  six  hours. 

Mr.  Dulaney.  The  detention  was  only  six  hours. 

Senator  Tillman.  You  did  not  locate  the  mine.  It  is  more  than 
six  hours  from  New  York  ? 

Mr.  Dulaney.  Oh,  yes,  sir;  certainly.  The  point  I  was  making 
was  the  rapid  transit  aflForded  by  the  railroad  to  those  cars. 

Senator  Tillman.  And  the  minimum  delay? 

Mr.  Dulaney.  And  the  minimum  delay,  while  others  were  delayed 
eight  days,  average,  as  shown  by  that  report — Mr.  Berwind 's  report. 

The  Chairman.  Do  not  repeat.     We  have  got  to  get  on  here. 

Mr.  Douglas.  The  question  is  the  detention  was  so  many  houi:3 
at  the  pier. 

Was  not  Judge  Gary  interested  in  the  profits  of  the  sale  of  coal 
properties  to  the  Norfolk  &  Western  Railroad,  by  which  that  coni- 
panv  became  interested  in  the  coal  mines  on  its  own  line  ? 

ifr.  Dulaney.  The  Interstate  Commerce  report  shows  that  Judge 
Gary  was  interested  in  the  sale  of  Pocahontas  Coal  &  Coke  Co.  to  the 
Norfolk  &  Western  Railway,  but  I  prefer  to  let  Judge  Gary  make  that 
explanation. 
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Mr.  Douglas.  Is  Mr.  Steele,  of  Morgan  &  Co.,  also  on  the  board  of 
the  Vireinia  &  Southwestern  Railway  Co.  ? 

Mr.  DuLANEY.  He  is  so  reported. 

Mr.  Douglas.  How  do  you  account  for  Mr.  McHarg's  influence 
with  the  Southern  Railway  and  the  Ijouisville  &  Nashvifle  Railroad  ? 

Mr.  DuLANEY.  They  are  both  regarded  as  Morgan  companies,  and 
I  refer  to  his  close  business  relations  with  Schley,  Baker,  and  Berwind. 
Mr.  McHarg  has  sold  to  both  of  these  companies  railroads  at  prices 
very  much  to  somebody's  advantage. 

Mr.  Douglas.  From  whom  did  the  Southern  Railway  purchase  the 
stock  of  the  Virginia  &  Southwestern  Railway  Co.  ? 

Mr.  DuLANEY.  From  H.  K.  McHarg,  Grant  B.  Schley,  the  Virginia 
Iron,  Coal  &  Coke  Co.,  and  others.  Mr.  Schley  is  the  brother-in-law 
of  Mr.  Baker. 

Mr.  Douglas.  Was  the  property  sold  at  a  big  profit  ? 

Mr.  DuLANEY.  I  should  say  the  profits  on  the  deal  were  about 
$4,000,000. 

Mr.  Douglas.  What  was  the  original  cost  of  the  road  ? 

Mr.  DuLANEY.  The  original  cost  of  the  two  constituent  railroads 
was  $635,000,  which  sum,  however,  should  have  been  reimbursed  to 
the  Virginia  Iron,  Coal  &  Coke  Co.,  from  the  proceeds  of  the  railway 
bonds  which  had  been  sold  before  the  railway  stock  was  sold  to  the 
Southern  Railway  Co. 

Mr.  Douglas.  What  was  the  price  obtained  for  the  Virginia  & 
Southwestern  Railway  Co.  stock  from  the  Southern? 

Mr.  DuLANEY.  $200  a  share,  par  value  $100. 

Mr.  Douglas.  Was  it  paying  dividends  at  that  time  on  its  stock? 

Mr.  DuLANEY.  No;  it  had  paid  no  dividends. 

Mr.  Douglas.  Had  this  stock  cost  the  owners  anything  ? 

Mr.  Dulaney.  One-half  of  this  stock  had  a  few  years  ago  been 
given  as  a  bonus  with  the  sales  of  the  railway  bonds,  probably  two 
and  one-half  years  prior  to  the  sale.  The  other  half  should  have  be- 
longed to  the  Virginia  Iron,  Coal  &  Coke  Co.,  as  these  bonds  went  into 
the  treasury  as  a  bonus  with  the  bonds  it  held  of  the  railway  company 
originally.     I  put  them  there. 

Mr.  Douglas.  What  had  taken  place  to  make  this  increase  in  value 
of  the  roads  ? 

Afr.  Dulaney.  Well,  it  had  been  considerably  improved  by  the 
extensions  and  betterments  from  the  proceeds  of  part  of  the  bond 
issue,  as  stated,  and  probably  from  earnings,  and  probably  the 
influences  were  stronger,  too,  as  the  same  interlocking  interests,  as 
shown,  controlled  the  purchaser,  the  seller,  and  the  thing  sold.  That 
will  be  seen  from  the  exhibit  which  I  have  presented  as  to  the  di- 
rectors, Exhibit  No.  1 

The  Chairman.  What  was  the  amount  of  the  bonds  issued  by 
the  constituents  of  the  Virginia  &  Southwestern  at  the  time  of  the 
purchase  by  Mr.  McHarg  ?    What  bonds  were  outstanding  ? 

Mr.  Dulaney.  At  the  time  it  was  sold,  or  at  the  time  it  was  pur- 
chased, do  you  mean  ? 

The  Chairman.  At  the  time  you  sold  it. 

Mr.  Dulaney.  The  bonds  were  put  on  with  the  sale. 

The  Chairman.  I  understand. 
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Mr.  DuLANKY.  $1,000,000  of  bonds,  as  I  now  recollect,  and 
$  J, 000,000  of  stock,  made  fully  paid  by  the  transfer  of  those  roads, 
and  went  into  the  treasury  of  the  Virginia  Iron,  Coal  &  Coke  Co. 

The  Chairman.  I  did  not  hear  you  state  the  amount  of  the  bonds. 

Mr.  Douglas.  Is  it  not  true  that  before  the  Southern  bought  it 
that  the  bond  issue  had  been  increased  one  million  and  the  stock 
$2,000,000  ? 

Mr.  DuLANEY.  That  is  correct. 

Mr.  Douglas.  And  assumed  $4,000,000  of  bonds,  making  the  pur- 
chase price  $6,000,000.     Is  that  correct,  Mr.  Dulaney  ? 

Mr.  Dulaney.  That  is  right. 

Senator  Poindexter.  The  road  cost  $600,000  ? 

Mr.  Dulaney.  The  two  constitutent  roads. 

Mr.  Douglas.  What  were  the  roads  that  formed  that  ? 

Mr.  Dulaney.  The  roads  that  went  in  at  the  original  formation 
of  the  Virginia  &  Southwestern  were  the  South  Atlantic  &  Ohio  and 
the  Bristol,  Elizabethton  &  North  Carolina.  Those  two  roads  had 
cost  $635,000,  and  they  were  put  in  at  that  organization  for  the 
bonds  and  the  stock,  as  I  now  recollect,  amounting  to  $2,000,000. 
Subse(juently,  while  aU  the  securities  were  still  in  the  possession  of 
the  Virginia  Iron,  Coal  &  Coke  Co.,  the  issue  of  bonds  and  the  issue 
of  stock  was  increased  $2,000,000  each. 

Mr.  Douglas.  How  were  those  improvements  and  betterments 
made?  Were  they  made  out  of  the  remaining  of  the  bonds  in  the 
treasury,  out  of  the  first  milUon? 

Mr.  Dulaney.  I  have  just  stated  that  so  far  as  I  have  known, 
all  the  subsequent  improvements,  after  the  purchase  of  those  two 
roads,  were  made  out  of  the  proceeds  of  a  part  of  that  $2,000,000. 

Mr.  Douglas.  How  long  did  you  say  Mr.  McHarg  remained 
president  of  the  Virginia  &  Southwestern  Railway  Co.  after  its  sale 
to  the  Southern  Railway? 

Mr.  Dulaney.  About  two  years,  as  I  remember. 

Mr.  Douglas.  Is  he  still  a  director? 

Mr.  Dulaney.  He  is,  according  to  the  records. 

Mr.  Douglas.  So  your  coal  fields  in  rate  matters  has  to  deal 
with  its  competitors  in  the  coal  business  or  rather  your  coal  com- 
petitors make  the  rates  for  your  coal;  is  that  right? 

Mr.  Dulaney.  That  is  correct.  The  records  show  Mr.  McHarg, 
Mr.  Berwind,  and  Mr.  Steele  as  members  of  the  board  of  directors, 
but  as  I  stated  here  vesterday,  I  heard  Mr.  Berwind  had  recently 
withdrawn.     I  do  not  know  it  to  a  certainty. 

Mr.  Thom.  I  would  Uke  to  ask  how  recent  is  that? 

Mr.  Dulaney.  He  is  shown  in  the  directory  of  1912. 

Mr.  Thom.  As  what  ? 

Mr.  Dulaney.  As  a  director  of  the  Virginia  &  Southwestern  Rail- 
road.    The  exhibit  is  presented  in  No.  1. 

Mr.  Douglas.  You  did  not  finish  your  answer,  Mr.  Dulaney. 

Mr.  Dulaney.  And  their  influence  seems  so  great  with  the  Louis- 
ville &  Nashville  Railroad  and  the  Norfolk  &  Western  Railway  that 
they  give  no  rates  at  aU  that  will  move  coal  into  the  best  and  most 
natural  territory  tributary. 

Mr.  Douglas.  If  the  Louisville  &  Nashville  and  Southern  Rail- 
ways had  cooperated  in  the  joint  use  of  rails,  on  a  fair  basis,  would 
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there  have  been  any  need  for  the  Southern  Railway  Co.  to  acquire  th6 
Virginia  &  Southwestern  Railway,  from  an  economic  standpoint  ? 

Mr.  DuLANEY.  None  whatever,  as  I  see  it.  The  old  railroad  situa- 
tion from  KJnoxville — you  will  see  a  central  line  from  Khoxville  run- 
ning up  to  Cumberland  Gap.  Can  you  see  it  from  there  [pointing  to 
mapl? 

The  Chairman.  Oh,  yes;  go  ahead. 

Mr.  DuLANEY.  And  from  Cumberland  Gap  to  Norton,  the  connect 
tion  with  the  Louisville  &  Nashville,  that  was  the  old  short  line,  which 
is  far  better  grade  than  the  Virginia  &  Southwestern,  which  was  after- 
wards acquired.    The  distance  from  our  property  to  Knoxville  ovei* 
the  old  established  line  is  110  miles.    The  distance  by  way  of  the  new' 
acquisition,   the  Virginia  &  Southwestern,  is  161   miles.     You  will 
note  that  the  short  line  taps  the  entire  coal  field,  and  that  all  thci 
branch  lines  coming  in  from  the  coal  mines  tap  that  old  line,  so  that 
as  a  matter  of  economy,  both  to  the  railroad  and  to  the  people  served^ 
the  Southern  had  no  use  in  the  world  for  the  Virginia  &  South- 
western.   Then,  I  want  to  say  this:  I  had  offered  this  road  to  the 
Southern  on  two  occasions  and  it  was  turned  down,  and  the  only 
excuse  they  ever  gave  me  was  that  they  had  no  use  for  it. 

The  Chairman.  That  was  a  good  reason,  was  it  not  ? 

Mr.  DuLANEY.  I  accepted  it  as  a  good  reason  and  quit  offering  it; 

Mr.  Douglas.  Especially  with  the  subsequent  raise  to  over 
$6,000,000. 

Mr.  DuLANEY.  Later,  when  Mr.  McHarg  offered  it  on  a  basis  of 
$6,000,000  and  at  a  profit  to  himself  and  associates  of  $4,000,000,  it 
was  accepted. 

The  Chairman.  When  did  you  offer  it  to  the  Southern;  what 
year? 

Mr.  DuLANEY.  I  offered  it 

The  Chairman.  The  last  time — the  last  offer  you  made;  when 
was  that? 

Mr.  DuLANEY.  It  was  in  1900. 

Ihe  Chairman.  1900? 

Mr.  DuLANEY.  That  was  after  the  road  had  been  organized — the 
Vii^nia  &  Southwestern. 

Mr.  Douglas.  At  what  price  ? 

The  Chairman.  At  what  price  did  you  offer  it  the  last  time  ? 

Mr.  DuLANEY.  I  offered  all  the  stocK  that  existed  at  that  time,  ad 
I  now  remember,  for  $500,000. 

The  Chairman.  When  did  they  purchase  it  ? 

Mr.  DuLANEY.  They  purchased  it,  according  to  the  records,  in 
1906. 

Mr.  Thom.  For  the  purpose  of  verification,  Mr.  Douglas,  I  would 
like  to  ask  Mr.  Dulaney  a  question.  He  said  he  derived  his  informa- 
tion about  the  membership  of  the  board  as  to  Mr.  Berwind  from  some 
directory,  but  he  did  not  state  what. 

Mr.  Douglas.  He  said  the  directory  of  directors,  the  volume 
entitled  '^Directory  of  Directors,  1912.^ 

Mr.  Thom.  Our  information  and  our  records  show  he  has  not  been 
a  director  since  the  directory  of  1907;  that  in  1908  he  was  not  a 
director,  and  I  wanted  to  find  out,  for  the  purpose  of  verification, 
where  Mr.  Dulaney  got  his  information. 
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Mr.  DuLANEY.  The  exhibit  shows.  At  any  rate,  I  will  accept  your 
explanation,  because  I  made  the  best  explanation  I  could  at  the  time. 

Mr.  Lyon.  The  record  of  the  railroad  will  show. 

Mr.  Douglas.  That  is  very  easily  ascertained.  Let  us  clear  up 
that  question. 

Mr.  DuLANEY.  The  Southern  Railway  has  twice  refused  to  buy 
this  of  me,  but  I  wanted  to  show  now  that  after  the  purchase  by  the 
Southern  Railway  of  the  Virginia  &  Southwestern  Railway,  in  order 
to  justify  that  investment,  all  the  tonnage  available  under  the  old 
rfigime  to  that  road  was  diverted  and  sent  around  by  the  Virginia 
&  Southwestern  over  pretty  heavy  grades.  That  has  continued  ever 
pince.     Now,  very  recently 

Mr.  Lyon.  Mr.  Dulaney,  right  there 

Mr.  Douglas.  Let  him  finish  the  sentence  he  is  on. 

Mr.  Dulaney.  But  now  one  of  the  chief  arguments  for  keeping 
higher  rates  over  the  Virginia  &  Southwestern,  when  we  go  before  the 
Interstate  Commerce  Conunission,  is  the  high  grades  and  long  dis- 
tance of  the  Virginia  &  Southwestern.  They  work  it  both  ways  on 
lis.  The  Virginia  &  Southwestern  is  46  per  cent  in  distance  greater 
than  the  old  joint  line  of  the  Louisville  &  Nashville  and  Southern 
roads.  The  Cumberland  Gap  road  I  have  shown  you  there.  We  are 
not  allowed,  even  in  the  matter  of  rate  making,  the  use  of  that  short 
line,  but  are  required  to  pay  higher  rates,  because  it  was  necessary  to 
acconamodate  some  of  their  special  friends  to  buy  the  road,  as  I  see  it, 
and  now  we  are  taxed  to  meet  a  situation 

Mr.  Douglas.  Has  not  the  Southern  increased  its  bond  issue  on 
that  road —you  will  come  to  that  later  ? 

Mr.  Dulaney.  Yes. 

Mr.  Douglas.  Mr.  Lyon,  you  had  some  question  ? 

Mr.  Lyon.  I  just  wanted  to  ask  you  when  the  Southern  Railway 
purchased  the  Virginia  &  Southwestern  Railway,  did  not  its  line  go 
py  Bristol  down  to  Bluff  City  and  then  to  Morristown  ? 

Mr.  Dulaney.  It  did. 

Mr.  Lyon.  And,  is  not  that  a  much  more  difficult  route  and  more 
precipitous  route  than  the  new  cut-off  by  way  of  Bulls  Gap  ? 

Mr.  Dulaney.  That  is  correct. 

Mr.  Lyon.  And  the  route  that  way  was  longer  than  the  route  by 
way  of  Bulls  Gap  ? 

Mr.  Dulaney.  That  is  correct,  sir. 

Mr.  Douglas.  Mr.  Chairman,  in  order  just  in  a  sentence  to  make 
clear  the  respective  prices  offered  to  the  Southern  Railway,  I  would 
Uke  to  ask  tnis  question: 

At  what  price  did  you  first  offer  to  the  Southern  Railway  the  con- 
stituent companies  composing  the  Virginia  &  Southwestern  Railway? 

Mr.  Dulaney.  It  was  either  $635,000  or  $650,000  for  the  two  roads. 
That  was  before  we  organized  the  Virginia  &  Southwestern  Railway. 

Mr.  Douglas.  Who  oecame  the  owner  of  those  two  roads  ? 

Mr.  Dulaney.  When  they  rejected  it — when  the  Southern  road 
refused  to  buv  at  the  price,  on  the  ground  that  they  did  not  need  it, 
the  Virginia  &  Southwestern  Railway  was  organized  with  these  two 
properties  as  the  constituent  properties. 

Senator  Poindexter.  What  is  the  stock  of  the  Virginia  &  South- 
western worth  now  ? 

Mr.  Dulaney.  It  is  a  difficult  question;  I  can  not  answer  it. 
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Senator  Poindexteb.  Do  you  know  whether  the  road  is  profitable; 
whether  it  is  paying  any  dividends  ? 

Mr.  DuLANEY.  I  have  just  stated  that  almost  the  entire  business 
of  that  section  is  forced  over  the  Virginia  &  Southwestern.  I  under- 
stand it  is  a  profitable  road.  The  bond  issue  has  since  teen  increased, 
however,  until  it  is  now  $8,000,000  and  the  stock  $2,000,000, 
which  cost  the  Southern  Railway  $4,000,000,  which  makes  an  invest- 
ment for  which  the  Southern  Railway  is,  in  a  sense,  responsible,  of 
$12,000,000. 

Mr.  Douglas.  Let  us  see,  the  price  the  first  time  was  $635,000* 
The  second  time  you  offered  to  sell  the  stock.  It  is  not  clear  to  my 
mind,  and  ihay  not  be  clear  to  the  others.  You  offered  to  sell  the 
stock  for  $500,000.     That  was  subject  to  a  bond  issue  of  how  much? 

Mr.  DuLANEY.  $1,000,000  at  that  time. 

Mr.  Douglas.  And  if  purchased  would  have  been  $1,500,000? 

Mr.  Lyon.  Mr.  Dulaney,  in  answer  to  a  question  of  Senator  Poin-* 
dexter,  who  asked  you  whether  the  Virginia  &  Southwestern  Railway 
was  a  paying  road,  as  I  imderstand  it,  you  replied  it  was.  Is  it  not  a 
fact  that,  although  the  entire  stock  of  the  Virginia  &  Southwestern  Rail- 
wav  is  owned  by  the  Southern,  it  is  a  separate  organization,  and  the 
railroads  are  kept  up  separately,  and  make  separate  reports  to  the 
commission.    Is  not  that  a  fact  ? 

Mr.  Dulaney.  I  understand  that  is  the  fact. 

Mr.  Lyon.  And  that  the  Southern  Railway  is  lai^ely,  if  not  ill 
entire  control  of  the  division  of  rates  from  points  on  the  Southern 
Railway  to  points  on  the  Virginia  &  Southwestern  Railway  ? 

Mr.  Dulaney.  That  is  correct. 

Mr.  Lyon.  And  they  can  make  those  divisions  what  they  see 
proper  ? 

Mr.  Dulaney.  That  is  correct. 

Mr.  Lyon.  To  control  the  situation  as  to  whether  the  operation  of 
the  road  is  profitable  or  improfitable  ? 

Mr.  Dulaney.  That  is  right. 

Mr.  Lyon.  Is  the  Norfolk  &  Western  interested  in  the  coal-mining 
business  ?    I  understood  you  to  say  a  moment  ago  it  was. 

Mr.  Dulaney.  Yes.  Through  the  ownership  of  all  of  tbe  stock  of 
the  Pocahontas  Coal  &  Coke  Co.  it  controls,  according  to  the  Inter- 
state Commerce  report,  70  per  cent  of  the  Pocahontas  coal  lands  on 
its  lines ;  that  is,  the  Pocahontas  mines  proper.  Therefore,  it  is  a  part 
of  the  Coal  Trust,  aside  from  its  connection  with  the  Pennsylvania 
Railroad.  I  stated  yesterday  the  discrimination  which  the  Pennsyl- 
vania makes  on  coal  into  Washington  City. 

Mr.  Douglas.  How  about  the  Louisville  &  Nashville  Railroad  ? 

Mr.  Dulaney.  It  is  also  interested  in  coal  lands  through  the  Louis-' 
viUe  Propertv  Co.  It  reaches  our  mines  and  spent  a  Targe  sum  of 
money  to  make  the  connections,  and  at  the  outset  the  officials  seemed 
very  anxious  to  get  our  tonnage,  but  suddenly  changed  front,  after  itr 
got  in  other  hands. 

Senator  Poindexteb.  What  are  you  talking  about  now,  the  Louis' 
ville  &  Nashville  ? 

Mr.  Douglas.  The  Lousi ville  &  Nashville;  yes,  sir. 

Mr.  Lyon.  What  do  you  mean  by  ''getting  into  other  hands''  i 

Mr.  Dulaney.  The  Morgan  interests. 

Mr.  Douglas.  When  did  you  first  notice  their  attitude  ? 
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Mr.  Thom.  Did  I  understand  the  Louisville  &  Nashville  is  owned 
\)j  Morgan  ? 

Mr.  Lyon.  He  said  it,  not  me. 

Mr.  DuLANEY.  The  language  I  used  was  *' controlled  by  Morgan  in- 
terest," if  you  want  the  exact  language. 

Mr.  Lyon.  The  Atlantic  Coast  Line  bought  the  Louisville  & 
Nashville,  the  bonds  of  it  ? 

Mr.  DuLANEY.  Soon  after  Mr.  McHarg  bought  our  railroad,  and 
they  have  since  refused  to  make  a  rate  to  Atlanta  and  all  southern 
territory,  except  the  sum  of  two  locals,  which  is  absolutely  pro- 
Jiibitive. 

Mr.  Douglas.  Do  you  mean,  Mr.  Dulaney,  that  the  Louisville  & 
Nashville  has  refused  to  give  you  a  through  rate  to  Atlanta  at  all  ? 

Mr.  Dulaney.  I  do,  except  the  simi  of  the  locals,  which  makes  it 
j50  cents  or  more  higher. 

Mr.  Douglas.  That  is  not  a  through  rate? 

Mr.  Dulaney.  Oh,  no;  that  is  not  a  through  rate. 

Mr.  Douglas.  Does  the  Southern  Railway  reach  that  same  terri- 
tory? 

Mr.  Dulaney.  You  mean  the  distributing  territory  ? 

Mr.  Douglas.  Yes. 

Mr.  Dulaney.  Yes;  a  good  deal  of  it.  A  remarkable  thing 
happened  about  the  same  time.  The  Southern  Railway  raised  the 
rates  from  $1.50  to  $1.70  to  Atlanta  and  proportionately  to  all  that 
territory,  thus  shutting  us^  out  entirely  by  proriibitive  rates,  and  that 
condition  is  the  one  that  prevails  to-aay.  That  was  the  Andy's 
Ridge  case,  that  we  discussed  yesterday.  -That  put  us  out  of  business 
entirely  in  the  whole  region  tributary. 

Senator  Chilton.  Where  was  that  rate  of  $1.70  from;  your  field  to 
Atlanta  ? 

Mr.  Dulaney.  From  our  field  to  Atlanta  the  rate  was  $1.50. 

Senator  Chilton.  I  got  that.     I  just  wanted  to  know  the  points. 

Mr.  Dui^ANEY.  Yes,  sir;  that  is  correct. 

Mr.  Douglas.  The  rate  from  the  fields  near  by  these  and  Harlan 
Coimty  on  the  Louisville  &  Nashville  is  what  to  Atlanta?  I  am 
digressing  a  moment. 

Mr.  Dulaney.  $1.55.  Will  you  point  out  the  location  of  the  two 
properties  on  the  map,  Harlan  and  Black  Mountain?  [The  points 
were  indicated  on  map.]  The  distance  is  t  at  over  the  Loms villa 
&  Nashville  to  Atlanta  from  these  two  points.  They  gave  us  no 
rates  at  all;  they  gave  the  rate  of  $1.55  to  the  people  adjoining  our 
property. 

Senator  Poindexter.  Who  are  those  people  ? 

Mr.  Dulaney.  The  Louisville  &  Nashville. 

Senator  Poindexter.  Their  own  people  ? 

Mr.  Douglas.  Who  owns  that  property? 

Mr.  Dulaney.  The  Louisville  &  Nashville,  I  think,  owns  some  of 
the  property.  The  harvester  company  is  located  in  that  same 
vicimty,  and  I  might  add  there  that  the  Louisville  &  Nashville, 
while  it  says  it  does  not  wa.nt  our  business,  does  not  need  it,  is  build- 
ing, as  we  will  show  later  by  letters  constituting  the  agreement,  over 
}00  miles  to  develop  a  new  field  north  of  us. 
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Mr.  Douglas.  You  mean  from  that  Harlan  County  field  on  the 
north? 

Mr.  DxJLANEY.  It  is  a  little  farther  north.  That  will  be  shown  by 
an  exhibit  by  Mr.  Wright. 

Mr.  Douglas.  Then  do  you  make  the  statement  that  the  Louis- 
ville &  Nashville  makes  no  through  rates  and  the  Southern  Railway 
makes  you  prohibitive  rates  to  Atlanta  and  that  section  of  the  coun- 
try ?     Is  that  right  ? 

Mr.  DuLANEY.  Yes;  that  is  the  case.  The  Louisville  &  Nashville 
makes  no  rates  at  all,  except  the  sum  of  the  locals. 

Mr.  Douglas.  Do  you  know  why  the  Louisville  &  Nashville  did 
not  give  you  rates  or  will  not  give  you  rates  ? 

Mr.  DuLANEY.  I  know  that  the  Virginia  &  Southwestern  Railway 
objected  to  the  Louisville  &  Nashville  moving  our  coal  south  and  had 
a  controversjr  with  the  latter  road  on  this  subject.  The  president 
of  the  Louisville  &  Nashville  Railroad  protested  against  the  position 
taken  by  the  Virginia  &  Southwestern  Railway,  but  mysterious  influ- 
ence was  brought  to  bear  and  no  rates  were  made. 

Mr.  Douglas.  Who  was  president  of  the  Virginia  &  Southwestern 
Railw^  Co.  at  that  time  and  who  was  general  manager  ? 

Mr.  DuLANEY.  H.  K.  McHarg  was  president  and  John  B.  Newton 
was  general  manager.  Mr.  Newton  had  been  associated  with  Mr. 
McHarg  in  business  for  many  years,  and  is  now  president  of  the 
Virginia  Iron,  Coal  &  Coke  Co. 

Mr.  Douglas.  Was  the  Louisville  &  Nashville  at  this  time  regarded 
as  a  Morgan  property  ? 

Mr.  DuLANEY.  I  have  just  stated  it  was. 

Mr.  Douglas.  Would  the  rate  by  the  LouisviUe  &  Nashville  Rail- 
road to  Atlanta  be  a  joint  rate  involving  any  part  of  the  Virginia  & 
Southwestern  Railway  ? 

Mr.  DuLANEY.  No.  The  rates  required  the  use  of  no  rails  but  those 
of  the  Louisville  &  Nashville  Railroad,  as  I  had  provided  the  trackage 
in  the  field  for  the  Louisville  &  Nashville  on  the  little  Black  Mountam 
Railroad.  The  short  route,  as  I  have  just  shown  you,  would  involve 
the  Louisville  &  Nashville  and  the  Southern  Railway,  but  that  is  not 
allowed  to  be  used  by  our  field.  However,  it  is  used  by  the  other  coal 
operators  in  the  vicinity  of  Middlesboro. 

Mr.  Douglas.  Mr.  Dulanejr,  is  H.  K.  McHarg  the  man  who  was 
interested  several  years  ago  in  the  purchase  of  the  Atlanta,  Knox- 
ville  &  Northern,  and  afterwards  sold  it  to  the  Louisville  &  Nash- 
ville Railroad  ? 

Mr.  DuLANEY.  Yes ;  but  I  prefer  that  the  president  of  the  Louisville 
&  NashviUe  Railroad  shall  tell  the  committee  about  that  deal;  I  have 
heard  him  say  on  several  occasions  that  its  purchase  was  an  outrage. 
I  remember  at  the  time  this  purchase  was  made  that  it  was  puzzUne 
and  hard  to  understand  why  the  Louisville  &  Nashville  Railroad  did 
not  make  the  purchase  at  first  hand  and  save  the  profits.  I  would  like 
for  Mr.  Smith  to  be  summoned  on  that. 

Mr.  Douglas.  Do  you  know  how.  long  the  Southern  Railway  has 
been  organized? 

Mr.  DuLANEY.  About  20  years. 
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Mr.  Douglas.  Has  it  purchased  or  taken  over  any  other  railroads 
since  that  time,  and  if  so,  were  they  bought  closely  and  at  first  hand 
and  in  the  interests  of  the  Southern  Railway  ? 

Mr.  DuLANEY.  It  has  bought  a  good  many  other  railroads,  and  in 
the  matter  of  profits  to  the  seller  the  Virgima  &  Southwestern  Rail- 
way is  given  as  an  example;  and,  if  that  is  a  fair  example,  the  situation 
will  compare  very  favorably,  I  think,  with  the  New  York,  New  Haven 
&  Hartford  purchases.  An  investigation  in  that  direction  might 
show  how  millionaires  are  made,  but  I  do  not  know  whether  it  is  the 
purpose  of  this  committee  to  take  up  these  niatters. 

iir.  Douglas.  It  may  not  be  the  intention  of  the  committee  to  go 
into  all  tKese  deals,  but  you  have  given  enough,  and  I  want  to  ask 
you  whether  this  overcapitalization  has  made  it  necessary  to  main- 
tain high  rates  on  the  Southern  Railway? 

Senator  Poindexter.  What  overcapitalization  ? 

Mr.  Douglas.  Heavy  prices  paid  for  auxiliary  branch  properties  of 
the  Southern  Railway,  as  instanced  by  the  Virginia  &  Southwestern. 

Mr.  Thom.  I  would  like  to  have  some  facts  on  that  subject.  Which 
are  the  roads?  I  do  not  think  it  is  fair  here  just  to  make  some 
general  statement. 

Senator  Poindexter.  You  might  name  the  deals,  if  you  can  do  it 
briefly,  that  you  refer  to.     What  have  you  in  mind  ? 

Mr.  Dulaney.  I  was  not  prepared  to  go  into  that  at  all. 

Mr.  Thom.  Then  I  submit  that  the  witness  ought  not  to  make 
those  insinuations. 

Mr.  Dulaney.  I  state  that,  sir,  as  one  example  of  what  I  know 
to  be  true. 

Mr.  Thom.  I  understand  that;  but  I  protest  against  that  method 
of  bringing  insinuations  into  the  record. 

The  Chairman.  The  statement  is  there,  and  you  know  what  he 
based  it  on.     You  will  get  to  it  in  cross-examination  before  long. 

Mr.  Thom.  I  do  not  know  about  that. 

Mr.  Douglas.  We  shall  not  object  to  your  cross-examination. 

Senator  Poindexter.  Can  we  proceed  to  the  next  point  ? 

Mr.  Douglas.  Yes,  sir;  I  will  go  ahead. 

The  Chairman.  He  did  not  answer  your  question.  He  has  not 
answered  it  yet. 

Mr.  Douglas.  I  asked  whether  or  not  what  appears  to  be  the 
overcapitalization  of  the  Southern  Railway — in  wnatsoever  way  it 
may  have  been  brought  about 

Mr.  Dulaney  (interrupting).  Oh,  I  do  not  think  anyone  doubts 
that  is  what  produced  the  overcapitalization. 

The  Chairman.  He  asked  whether  that  necessitated  higher  rates  ? 

Mr.  Dulaney.  I  will  give  one  other  example. 

Senator  Chilton.  We  can  draw  that  conclusion  just  as  well  as 
anybody. 

Mr.  Dulaney.  May  I  give  one  example  ? 

Senator  Chilton.  If  it  is  fair. 

Mr.  Dulaney.  The  Knoxville  &  Bristol  was  offered  to  me  for  a 
year  at  $40,000.  Now,  just  ask  the  Southern  Railway  to  show  what 
it  was  put  into  the  capitaUzation  of  the  Southern  Railway  for. 

Mr.  Douglas.  Do  you  know  ? 

Mr.  Dulaney.  I  do  not  know  exactly. 

Mr.  Douglas.  Do  you  know  approximately  ? 
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Mr.  DuLANEY.  I  have  heard  it  is  over  $500,000,  but  I  can  not  say- 
positively. 

Mr.  Douglas.  And  it  was  offered  to  you  at  $40,000  ? 

Mr.  DuLANEY.  $40,000  for  a  period  of  at  least  one  year.  I  will 
pass  over  that. 

Mr.  Thom.  When  ? 

Mr.  Douglas.  When  was  it  offered  to  you  ? 

Mr.  DuLANEY.  I  can  not  remember  the  date  exactly,  but  I  wUl 
get  it  if  that  is  important 

Mr.  Douglas  Just  approximately;  nobody  wants  the  exact  hour. 

Mr.  DuLANEY.  It  was  prior  to  1900,  anyway;  maybe  several  years 
prior. 

Mr.  Douglas.  How  long  after  that  did  the  Southern  Railway 
acquire  it  ? 

Sir.  DuLANEY.  It  was  not  over  two  years,  as  I  now  recollect,  after 
the  offer  to  me. 

Mr.  Douglas.  Was  there  any  change  made  in  it  ? 

Mr.  DuLANEY.  None  whatever.  It  has  been  allowed  to  die — stand- 
ing there  as  a  dead  proposition. 

llr.  Lyon.  Between  what  points  does  it  extend  ? 

Mr.  DuLANEY.  It  runs  from  Morristown  to  Tate  Springs  and  from 
Tatfe  Springs  to  a  connection  with  the  Knoxville  &  Cumberland  Gap 
road. 

(The  route  was  pointed  exit  on  the  map  by  Mr.  Lyon.) 

Mr.  Douglas.  Mr.  Dulaney,  can  you  point  out  any  concrete  exam- 
ples of  misuse  of  the  rate-making  power  by  these  people  ? 

Mr.  Dulaney.  Take,  for  example,  the  Berwind-Pennsylvania  Rail- 
road mines,  which  we  have  just  been  discussing.  They  enjoy  the 
lowest  tidewater  rate  made  to  the  Atlantic  seaports.  The  rail  rate 
from  the  mines  on  the  Pennsylvania  to  Baltimore,  for  example,  is 
$1.18  per  long  ton.  This  coal  passes  from  Baltimore  out  through  the 
Capes  for  export  and  for  tidewater  towns  and  cities  south  of  Cape 
Hatteras,  to  Charleston,  Savannah,  Jacksonville,  etc. 

Now,  if  you  want  to  find  out  what  the  coal  rate  is  to  any  of  these 
South  Atlantic  cities  from  mines  on  the  Southern  Railway — at  least 
approximately  so — just  take  the  Berwind  all-rail  rate,  add  his  water 
rate  and  about  20  cents,  and  then  look  at  the  Southern  Railway  rate 
and  you  will  find  about  the  rate.  For  instance,  take  the  $1.18  rail  rate 
to  Baltimore,  add  to  that  90  cents,  which  is  the  middle  water  rate — 
which  ranges  from  80  cents  to  $1 — add  90  cents  and  reduce  it  to 
short  tons,  and  it  is  20  cents  under  the  all-rail  Southern  Railway  rate 
to  the  same  point. 

Senator  Poindexter.  What  point  ? 

Mr.  Dulaney.  Charleston. 

Mr.  Douglas.  Straight  from  the  mines  to  Charleston? 

The  Chairman.  Any  South  Atlantic  port  ? 

Mr.  Dulaney.  Yes.  That  rule  will  apply  approximately  from 
Philadelphia  to  Jacksonville  or  from  New  York  to  Jacksonville. 
And  I  will  add  there  that  even  the  West  Virginia  rates  and  the  Poca- 
hontas rates  are  evidently  built  on  Mr.  Berwind's  rate — $1.18  at 
Baltimore,  $1.40  at  Newport  News — 22  cents.  The  same  is  true  at 
Norfolk;  22  cents  is  added  to  enable  Mr.  Berwind  to  get  out  through 
the  capes  on  a  fair  competitive  basis. 
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The  Chairman.  Does  Mr.  Berwind  control  or  own  any  ships  car- 
rying coal  down  the  coast? 

Mr.  DuLANEY.  He  does — his  company. 

The  Chairman.  What  is  the  company? 

Mr.  DuLANEY.  There  are  several  companies,  all  shown  in  the 
exhibit  which  I  gave  you  there. 

Mr.  Douglas.  Can  you  not  name  some  of  them? 

Mr.  DuLANEY.  You  have  reference  to  the  coal-carrying  ships  ? 

The  Chairman.  Yes. 

Mr.  DuLANEY.  Most  of  that  business,  you  know/  is  done  by  barge 
lines,  and  the  report  shows  the  barge  lines  that  he  is  in.  I  can  not 
just  recall  the  names. 

The  Chairman.  Does  he  own  any  sailing  vessels  ? 

Mr.  DuLANEY.  Yes;  the  same  company  owns  schooners.  And 
then,  as  I  have  before  shown,  Mr.  Berwmd  is  largely  interested  in  the 
Clyde  Line,  the  Mallory,  the  Texas  lines;  that  is,  the  lines  that  his 
company  controls,  together  with  the  other  steamship  lines,  like  the 
Merchants  &  Miners,  owned  by  the  railroads,  practically  divide  up 
the  entire  business  south  of  Hatteras  and  around  into  the  Gulf  of 
Mexico. 

The  Chairman.  Who  do  you  claim  owns  the  Merchants  &  Miners  ? 

Mr.  DuLANEY.  The  exact  facts  are  given  in  some  of  these  exhibits. 
Several  of  those  are  owned  jointly  by  the  railroads.  I  think  the  New 
York,  New  Haven  &  Hartford  is  probably  the  largest  owner  in  the 
Merchants  &  Miners. 

Senator  Chilton.  To  make  it  concrete,  do  I  understand  you  that 
you  can  ship  coal  from  the  Pennsylvania  fields  around  to  Baltimore 
or  New  York  and  thence  to  southern  ports  on  the  Atlantic  cheaper 
than  you  can  get  West  Virginia  coal  or  your  southern  coal  to  the  same 
pointe  ? 

Mr.  DuLANEY.  I  believe  that  is  true  as  to  West  Virginia.  I  know 
it  is  true  as  to  the  mines  of  the  Southern  Railway. 

Senator  Chilton.  Our  rate,  you  know,  is  $1.40,  as  you  stated,  to 
the  Seaboard  ? 

Mr.  DuLANEY.  Yes.  Now,  whatever  the  difference  is  in  the  actual 
service  covered  by  that  22  cents  differential  would  represent  the 
advantage;  and  besides,  your  rail  rate  is  higher  than  the  Pennsyl- 
vania. 

The  Chairman.  Mr.  Douglas,  you  only  have  a  few  minutes,  and 
I  want  to  ask  a  question  before  we  adjourn.  You  stated  this  morning 
the  Southern  put  in  a  published  rate  to  Charleston  of  $1.40  ? 

Mr.  DuLANEY.  Yes;  I  think  it  was  last  September. 

The  Chairman.  Is  that  as  cheap  as  the  rate  to  Norfolk  ? 

Mr.  DuLANEY.   It  is. 

Mr.  Douglas.  It  was  purely  an  export  rate;  it  is  not  a  local  rate 
at  all. 

Mr.  DuLANEY.  The  rate  to  Norfolk 

The  Chairman.  Do  they  maintain  that  rate  of  $1.40  ? 

Mr.  DuLANEY.  It  is  a  paper  rate.  Senator. 

The  Chairman.  Do  they  not  ship  by  it  ? 

Mr.  DuLANEY.  They  do  not,  because  they  have  no  way  of  unloading 
and  transferring  to  the  boats. 

The  Chairman.  What  is  the  rate  for  local  consumption  in  Charles- 
ton? 
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Mr.  Dtjlaney.  The  rate  is  $2.05  as  compared  with  $1.50 — a  short 
m.     You  see,  all  the  local  consumption  is  based  on  short  tonnage — 
,000  pounds.     So  the  rate  to  Noifolk,  for  example,  for  use  in  Nor- 
3lk  is  $1.50  for  2,000  pounds. 
The  Chairman.  What  is  it  for  export  ? 

Mr.  DULANEY.   $1.40. 

The  Chairman.  A  long  ton  ? 

Mr.  DnLANEY.  That  is  a  long  ton. 

Senator  Chh-ton.  It  is  11  per  cent  more? 

Mr.  DuLANEY.  Twelve  per  cent  above  the  short  ton. 

Mr.  Douglas.  Let  me  make  this  clear.  The  rate  to  Charleston 
for  local  consumption  is  $2.05.     Is  that  right? 

Mr.  DuLANEY.  $2.05. 

Mr.  Douglas.  And  the  rate  for  export  is  $1.40  per  long  ton,  with- 
out any  facilities  whatever  for  an  export  business  ? 

Mr.  DuLANEY.  Yes,  sir. 

The  Chairman.  Now,  what  would  the  navy  yard  at  Charleston 
have  to  pay  for  coal?  Would  the  Southern  ship  to  it  under  this  $1.40 
rate? 

Mr.  DuLANEY.  I  understand  not,  sir. 

The  Chairman.  Have  you  any  facts  on  that  ? 

Mr.  DuLANEY.  There  are  facts  that  are  going  to  be  introduced  by 
another  witness. 

The  Chairman.  If  you  are  acquainted  with  them,  state  what  they 
are. 

Mr.  DuLANEY.  In  a  general  way  I  am  acquainted  with  this  fact. 
The  rates  were  first  to  apply— the  $1.40 — to  the  naval  station,  or 
some  part  of  the  Navy.  Subseq  ently  it  developed  that  the  Southern 
Bwlway  made  a  demand  upon  the  C.  C.  &  O.  to  raise  that  rate,  about 
the  time  some  contract  was  to  be  given,  and  it  was  accordingly  raised 
to  $1.80.  Now,  $1.80  will  protect  the  Berwind  interest,  if  you  will 
figure  it  out. 

The  Chairman.  Then  you  mean  to  say  that  the  rate  of  $1.40  is 
purely  a  paper  rate,  and  when  it  was  undertaken  to  be  used  the  rate 
was  raised  to  $1.80? 

Mr.  DuLANEY.  I  think  that  some  coal  had  been  moved  at  $1.40, 
but,  as  I  stated 

Mr.  Douglas.  It  was  stopped  ? 

Mr.  DuLANEY.  Another  witness  has  all  those  exact  lacts.  When 
another  contract  was  ready  to  be  let  by  the  Navy  this  rate  was  raised 
by  telegram  to  $1.80  per  short  ton. 

Mr.  THOM.  Before  we  adjourn  I  would  like  to  be  furnished  with  the 
name  of  the  person  who  is  alleged  to  have  had  this  conversation  with 
Vice  President  Spencer,  to  which  this  witness  has  referred. 

Mr.  Douglas.  I  would  like  to  say,  Mr.  Chairman,  that  we  object  to 
furnishing  that  name.  We  wiU  produce  the  witness  himself  at  the 
proper  time. 

Mr.  Thom.  What  is  the  reason  for  secrecy  about  the  name  of  the 
person  ? 

.Mr.  Douglas.  There  is  no  question  of  secrecy,  because  the  indi- 
^dual  himself  will  be  brought  here  for  the  purpose  ol  examination, 
"Ut  we  do  not  care  to  give  his  name  now,  and  I  do  not  care  to  give  any 
feason. 
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Mr.  Thom.  I  asked  to  be  furnished  with  his  name  for  purposes  of 
verification. 

Mr.  Douglas.  Mr.  Spencer  ought  to  be  suflScient  verification. 

Mr.  Thom.  I  do  not  think  the  thing  ever  happened. 

Mr.  Douglas.  You  are  not  on  the  witness  stand  yet,  Mr.  Thom. 

Mr.  Thom.  I  want  it  now.  I  see  no  reason  for  withholding  the 
information  from  counsel. 

Mr.  Douglas.  You  have  the  right  to  get  a  great  many  things  on 
cross-examination,  but  you  have  no  right  to  ask  questions  now. 

Mr.  Thom.  I  ask  of  the  committee  to  have  that  name  furnished 
counsel. 

The  Chairman  (after  consultation  with  members  of  the  commitr 
tee).  Mr.  Thom,  it  is  the  opinion  of  the  conmiittee  th*t  the  proper 
time  has  not  yet  arrived  to  pass  upon  that  question,  bttt  when  you 
reach  Mr.  Dulaney  on  cross-examination  the  question  might  properly 
come  before  the  committee  for  decision. 

You  were  ready,  Mr.  Douglas,  to  take  up  a  new  topic,  were  you? 

Mr.  Douglas.  Yes,  sir;  I  can  finish  with  Mr.  Dulaney  on  direct- 
examination  this  afternoon. 

The  Chairman.  We  will  meet,  then,  at  3  o'clock  this  afternoon. 

(Thereupon,  at  11.50  o'clock  a.  m.,  a  recess  was  taken  until  3 
o'clock  p.  m.) 

AFTER   RECESS. 

The  committee  reassembled  at  3  o'clock  p.  m. 

TESTIMONY  OF  ME.  BENJAMIN  L.  DULANET  (Besomed). 

Mr.  Douglas.  Mr.  Dulaney,  returning  to  the  South  Atlantic  rates  on 
the  Southern  Railway,  are  the  physical  conditions  of  that  railway  such 
as  to  make  it  unprofitable  to  haul  coal  to  Charleston  at  $1.40  per  ton? 

Mr.  Dulaney.  I  think  not.  As  I  stated  this  morning,  the  rate  of 
$1.40  per  long  ton  from  the  Virginia  field  over  the  Qinchfield  and  the 
Southern  has  already  been  put  in  and,  as  I  understand,  approved 
by  the  commission,  and  it  was  put  in  at  the  joint  request  of  the  South- 
ern Railway  and  the  Clinchfield  &  Ohio  Railroad.  As  to  the  physical 
condition,  I  hardly  think  these  roads,  under  the  circiunstances,  would 
think  of  taking  the  position  that  the  physical  conditions  are  not  satis- 
factory. The  Clinchfield,  it  will  be  shown  by  the  profile,  is  a  new 
road,  of  very  low  grade,  and  cost  a  great  deal  of  money.  That  is  the 
road  that  reaches  from  the  Virginia  field  through  the  mountains  to 
Spartanburg,  and  from  that  point  on  to  Charleston  and  Savannah 
the  haul  is  favorable  to  the  load.  The  mere  fact  that  the  roads  have 
themselves  put  in  the  rate  is  satisfactory  evidence  to  me  they  can 
afford  to  go  ahead  and  do  business. 

I  will  say  that  the  Norfolk  &  Western  is  a  very  prosperous  road, 
probably  the  most  prosperous  road  in  the  South,  and  it  started  on  a 
much  lower  tidewater  rate,  about  $1  or  less,  which  afterwards  was 
increased  to  $1.40  after  the  Pennsylvania  Railroad  acquired  control, 
or  after  the  community  of  interest  there  was  estabUshed,  as  I  have 
alreadv  explained.  I  will  also  say  that  the  length  of  the  haul  oV 
both  the  Chesapeake  &  Ohio  and  the  Norfolk  &  Western  on  this  low"- 
rate  business  is  practically  the  same  as  the  haul  to  Charleston  by 
way  of  Chnchfield,  and  for  the  Southern  to  plead  physical  disability  tc 
move  coal  to  Charleston  at  a  profit  would  oe  rather  out  of  the  que*- 
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tion  at  this  time.  However,  this  is  a  matter  to  be  taken  up  by  the 
rate  experts  and  I  do  not  care  to  go  further  into  that. 

Mr.  Douglas.  It  is  true,  is  it  not,  that  the  Southern  Railway  and 
other  raikoads  haul  coal  greater  distances  for  less  money,  under  their 
own  voluntary  arrangements  now  ? 

Mr.  DuLANEY.  It  is.  On  the  Southern  Railway,  for  instance,  the 
distance  to  New  Orleans  from  Birmingham  is  about  the  same  distance 
as  from  the  Birmingham  district  to  Brunswick,  Ga.,  an^  they  haul 
coal  from  the  Birmingham  district  to  New  Orleans  for  $1.25,  and 
from  there  to  the  Gulf  ports  the  rates  are  about  $1.  That  is  a  shorter 
haul,  but  a  very  low  rate.  The  $1*  apphes  to  the  local  use  of  the 
short  ton  and  the  coal  that  goes  out  through  the  ports  is  $1  per  long 
ton,  a  12-cent  difference. 

I  also  call  attention  to  the  divisional  rate  which  I  have  just  seen. 
From  Spartanburg  to  Jacksonville  the  Southern  division  of  the  rate 
from  the  Virginia  field  is  $1.50. 

Mr.  Douglas.  On  what  total  rate  ? 

Mr.  Dtjlaney.  The  total  rate  of  $2.35.  The  southern  division  of 
that  $2.35  is  $1.50,  and  the  haul  from  Spartanburg  to  Jacksonville  is 
a  very  little  longer  than  the  haul  from  Birmingham  to  Jacksonville. 
I  call  attention  to  that,  and  I  have  heretofore  caUed  attention  to  the 
fact  that  the  rate  from  the  mines  on  the  Ohio  River  in  northern  Ken- 
tucky to  New  Orleans,  650  miles,  is  $1.25.  I  think  the  rates  also 
apply  to  Illinois  on  the  other  side  of  the  river.  That,  however,  is  not 
the  Southern  Railway. 

Senator  Smiih  of  Michigan.  What  railroad  does  that  business  from 
Birmingham  to  Jacksonville  ? 

Mr.  DuLANEY.  There  is  not  much  handled.  The  Southern  Rail- 
way has  a  line  from  Birmingham  to  Atlanta  and  from  Atlanta  to 
Brunswick,  but  I  think  the  shortest  line  is  the  Central  of  Georgia. 
There  are  a  number  of  railroads  in  there.  The  Illinois  Central  hauls 
the  long  distance  of  650  miles. 

Senator  Smiih  of  Michigan.  They  have  part  of  that  haul  to  New 
Orleans  that  you  have  described  ? 

Mr.  DuLANEY.  Yes;  the  long  haul  I  speak  of,  650  miles. 

Senator  Smith  of  Michigan.  Did  I  understand  you  correctly  that 
that  was  the  lowest  rate  that  was  in  existence  down  there  ? 

Mr.  DuLANEY.  It  is  a  lower  rate  than  we  are  asking  for  to  the 
South  Atlantic  tidewater. 

Mr.  Douglas.  Is  it  or  is  it  not  true  that  the  increase  of  rate  on 
the  Norfolk  &  Western  from  $1  to  $1.40  was  put  in  effect  after  the 
Norfolk  &  Western  established  its  community  of  interests  with  the 
Pennsylvania  Railroad  ? 

Mr.  DuLANEY.  Yes.  As  I  now  recall,  it  was  put  in  after  the  stock 
had  been  acquired  by  the  Pennsylvania  Railroad  Co.  1  refer  to  the 
same  report  that  we  have  been  quoting  from,  namely,  the  Interstate 
Commerce  Commission  report  to  the  Senate  and  House  of  Repre- 
sentatives, dated  January  25,  1907. 

Mr.  Douglas.  To  what  extent  are  the  railroad  officials  of  the  South- 
em  Railway,  in  your  judgment,  responsible  for  these  rate  conditions 
that  you  have  been  complaining  about  ? 

Mr.  DuLANEY.  I  have  not  charged  that  they  are  responsible 
primarily,  except  as  named.     I  believe  they  cany  out  instructions 
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as  a  rule,  just  as  officers  of  the  Army  would  do,  without  questioning 
the  motives  of  a  superior  officer. 

Mr.  Thom.  Is  that  stated  as  a  fact  or  as  a  belief  ? 

Mr.  DuLANEY.  As  a  belief,  sir.  I  would  state  another  belief,  that 
if  they  did  not  carry  out  instructions,  I  think  there  would  be  other 
men  to  take  their  places. 

Mr.  Douglas.  In  matters  of  rate  making,  do  vou  think  Mr.  Baker, 
for  instance,  gives  orders  as  to  what  he  wants  aone  ? 

Mr.  DuLANEY.  Not  for  a  moment;  but  I  do  believe  that  if  the  coaJ 
freight  agents  of  the  Pennsylvania  Railroad  or  the  Norfolk  &  Western 
Railroad,  for  example,  should  indicate  that  certain  rates  should  be 
put  in  or  changed,  raised  or  lowered,  the  desire  expressed  would 
be  carried  out.  i  do  not  beheve  that  the  Southern  Railway,  from  the 
facts  already  produced,  or  any  railway  company  involved  in  this 
case,  would  dare  put  in  a  coal  rate  to  tidewater,  that  is,  an  initial 
rate,  or  lower  a  rate  to  such  point,  without  the  consent  of  the  Penn- 
sylvania Railroad  Co. 

Mr.  Thom.  Mr.  Chairman,  is  the  belief  of  the  witness  upon  this 
subject  important,  or  do  we  want  the  facts  ? 

The  Chairman.  It  is  not  evidence.  I  suppose,  though,  claiming 
to  be  acquainted  with  aU  the  circumstances  nere,  he  can  state  the 
conclusions  he  has  reached  from  his  knowledge  of  the  facts. 

Mr.  Thom.  It  seems  to  me  the  question  is  not  a  conclusion  of  the 
witness,  but  what  we  want  is  the  fact  ? 

Mr.  Douglas.  I  submit,  Mr.  Chairman,  that  this  committee  in 
the  first  place  is  conducting  an  investigation  for  the  purpose  of 
enlightenment  and  information  for  the  legislative  department  of  the 
Government,  perhaps  for  recommendations  as  to  legislation,  and  the 
committee  is  not  bound  down  by  any  rules  of  evidence;  and  even  if 

?''ou  bind  them  down  by  the  rules  of  evidence  in  the  most  rigid 
ashion,  this  witness,  I  think,  has  shown  suflScient  knowledge  of  this 
situation  to  qualify  him  as  an  expert. 

Mr.  Thom.  We  are  not  suggestmg,  may  it  please  your  honor,  the 
appUcation  of  any  rules  of  evidence.  I  just  asked  the  question 
whether  it  was  of  value  to  the  committee  what  conclusions  or  belief 
the  witness  has  arrived  at,  or  whether  the  committee  wanted  the 
facts  to  aid  them  in  their  investigation  ? 

The  Chairman.  I  suppose  the  matter  is  about  at  an  end  anyway, 
and  there  is  no  use  talang  up  more  time  discussing  the  subject. 

Mr.  Lyon.  Ii  it  is  not  of  any  value  the  committee  will  not  use  it. 

Mr.  Douglas.  Now,  as  to  the  tidewater  coal  to  j)orts  north  of 
Hatteras,  have  you  reason  to  believe  the  Pennsylvania  controls  all 
the  other  railroads  engaged  in  carrying  soft  coal  to  Tidewater  through 
ports  between  Norfolk  and  New  York? 

Mr.  DuLANEY.  I  quote  from  the  report  of  the  commission  named, 
imder  date  of  January  25,  1907: 

The  commission  thereupon  reaches  the  conclusion,  aside  from  the  question  of 
whether  the  Pennsylvania  Railroad  Co.  had  a  majority  of  the  stock  of  the  other  rail- 
road companies  mentioned,  that  as  a  matter  of  fact  the  Baltimore  &  Ohio  Railroad 
Co.,  Chesapeake  &  Ohio  Railway  Co.,  and  the  Norfolk  &  Western  Railway  Co.,  and 
Reading  Railway  Co.  were  practically  ('ontroUed  by  the  Pennsylvania  Railroad  Co. 
and  the  New  York  Central  &  Hudson  River  Railroad  Co.,  and  that  the  result  was  to 
practically  abolish  substantial  competition  between  the  carriers  of  coal  in  the  territory 
under  consideration. 
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That  is  the  tidewater  territory. 

Senator  Smith  of  Michigan.  Are  you  quoting  from  the  report  I 
•ef erred  to  this  morning  ? 

Mr.  DuLANET.  Yes. 

Mr.  Douglas.  At  what  point  do  the  coal  rates  become  abnormally 
high? 

Mr.  DuLANEY.  Take  the  main  line  of  the  Norfolk  &  Western  Rail- 
way, for  example,  from  the  coal  field  to  Norfolk.  Coal  moving  over 
the  Norfolk  &  Western  to  Lynchburg,  thence  over  the  Southern  Rail- 
way to  Charlottesville,  takes  a  rate  of  $1.50;  it  moves  northward  110 
miles  over  the  Southern  Railway  from  Lynchburg  and  takes  a  rate 
of  $1.50.  It  starts  over  the  Norfolk  &  Western,  goes  to  Lynchburg 
and  from  there  it  moves  northward  to  Charlottesville.  The  same 
coal  starts  on  the  Norfolk  &  Western  and  moves  over  that  road  to 
Lynchburg  and  there  passes  to  the  Southern  and  moves  about  60 
miles  soutn  to  Danville  and  the  rate  becomes  $2.20. 

Mr.  Lyon.  I  would  like  to  make  a  correction.  About  110  miles  I 
understand  is  the  distance  from  Charlottesville  to  Washington.  The 
distance  from  Lynchburg  to  Charlottesville  is  65  miles. 

Mr.  DuLANEY.  I  thank  you  for  the  correction.  It  is  a  Mttle  longer 
haul,  however,  than  the  haul  to  Danville. 

Mr.  Douglas.  What  explanation  is  given,  if  any,  for  this  dis- 
parity ? 

Mr.  DuLANEY.  I  think  the  explanation  given  on  that  point  is  that 
Charlottesville  is  a  competitive  point,  so  I  wiU  use  a  competitive  point 
southward  and  see  how  it  appears.  Take  Winston-Salem,  for  ex- 
ample. The  Norfolk  &  Western  Railroad  runs  directly  to  Winston- 
Salem,  which  is  south  of  this  dead  line  I  have  described,  235  miles, 
and  the  rate  is  $2.10. 

Mr.  RixEY.  Where  is  that  235  miles  from  ? 

Mr.  DuLANEY.  From  the  Pocahontas  field.  Now,  they  carry  the 
same  coal  to  Petersburg  over  the  Norfolk  &  Western  all  the  way,  and 
the  rate  becomes  $1.50,  and  that  haul  is  about  400  miles,  and  on  to 
Norfolk  they  have  the  same  rate.  Start  south  at  Petersburg,  to  any  of 
these  stations,  the  rate  jumps  up  to  $2.30  again,  because  it  is  across 
the  dead  line. 

Mr.  Douglas.  What  do  you  propose  to  prove  or  show  to  the  com- 
mittee by  this  coinBarison  ? 

Mr.  DuLANEY.  That  this  distinct  line  whence  high  rates  begin  and 
continue  southward  could  not  be,  and  remain  so,  without  an  agree- 
ment. Secondly,  that  the  railroads  are  still  living  up  to  their  under- 
standing not  to  lower  rates,  namely,  the  agreement  which  the  Inter- 
state Commerce  Commission  reported  as  existing  in  1907,  and  there- 
fore it  is  evident  that  the  agreement  is  still  in  effect,  and  that  so  long 
as  it  is  adhered  to  all  South  Atlantic  ports  will  be  kept  closed.  So  long 
as  the  Charleston  rate  is  $2.05  while  the  ports  north  of  Hatteras  have 
a  rate  of  $1.50  for  local  use  and  $1.40  for  export,  those  ports  can  not  be 
opened. 

Senator  Poindexter.  I  understood  you  to  say  this  morning  that 
Charleston  had  a  $1.40  rate  ? 

Mr.  DuLANEY.  It  has  the  rate,  but  not  the  facilities.  It  is  a  dead 
hing  at  the  present  time,  sh-. 
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Mr.  Thom.  Are  you  gentlemen  yet  able  to  produce  the  agreement 
you  said  you  looked  for  ? 

Mr.  Dux,ANEY.  Yes,  sir*.  I  will  produce  it  directly.  You  have 
reference  to  the  sale  of  the  railroad  ? 

Mr.  Thom.  No.  I  mean  the  agreement  that  the  railroads  in  the 
South  were  not  to  reduce  rates. 

Mr.  Douglas.  I  understand  the  committee,  through  its  chairman, 
has  asked  the  Interstate  Commerce  Commission  for  copies  of  those 
agreements.  We  have  not  them.  I  do  not  think  the  testimony 
was  sent  to  the  Senate,  but  they  simply  made  a  report,  and  the  testi- 
mony is  filed  down  there,  as  we  undei'stand  it. 

Mr.  DuLANEY.  The  point  of  particular  importance  is  this:  The 
Norfolk  &  Western  is  itself  in  the  coal  business  in  that  it  owns  this 
large  per  cent  of  the  operating  lands,  lands  that  have  operations  upon 
them,  and,  as  the  report  from  the  commission  shows,  the  Norfolk  & 
Western  is  in  a  position  to  determine  whether  the  rates  shall  be  lowered 
or  not  at  Charleston,  Wilmington,  and  all  southern  points.  It  is 
interested  in  keeping  them  closed,  because,  as  matters  now  stand,  the 
Pocahontas  coal,  the  coal  from  th^  Norfolk  &  Western,  can  move  to 
Norfolk  by  water  rate  and  reach  Charleston  so  as  to  do  it  profitably 
within  the  $2.05  rate. 

Senator  Poindexter.  This  paper  rate  you  speak  of  exists  to 
Wilmington  ? 

Mr.  DuLANEY.  Only  to  Charleston. 

Senator  Poindexter.  And  not  to  other  ports  south  of  Hatteras? 

Mr.  DuLANEY.  No,  sir. 

Mr.  Douglas.  As  I  understand,  while  we  are  on  that  point,  the 
rate  for  local  consumption  at  Charleston  still  remains  $2.05  ? 

Mr.  DuLANEY.  It  does  from  our  field. 

Mr.  Douglas.  And  there  are  absolutely  no  facilities  at  all  for 
export  at  Charleston.  That  is  why  you  call  it  a  paper  rate  ?  Is  that 
the  reason  you  call  the  rate  of  $1.40  a  paper  rate? 

Senator  Poindexter.  I  do  not  want  to  interrupt  the  trend  of  the 
testimony,  but  in  that  connection,  if  they  have  a  rate,  and  you 
offered  to  put  in  the  facilities,  as  I  understand  you  did  offer  to  do, 
what  was  the  difficulty  about  getting  the  coal?  If  they  have  a  $1.40 
rate  and  you  propose  to  build  the  dock  faciUties,  what  remains  then 
to  be  done  ?    What  was  the  dilficulty  ? 

Mr.  DuLANEY.  They  did  not  accept  my  proposition. 

Senator  Poindexter.  They  could  not  control  you  in  that- respect, 
could  they  ?  Could  you  not  go  ahead  without  their  consent  and  put 
in  dockage  facilities  at  the  port  of  Charleston,  or  do  they  control  the 
docks  in  Charleston  Harbor  ? 

Mr.  DuLANEY.  There  are  three  institutions  that  practically  control 
the  Southern  Railway  has  a  large  frontage,  and  one  of  the  steamboai 
companies,  the  Clyde  Line,  has  a  very  large  dock  front  and  a  privi- 
lege acquired  from  the  city.  The  Clinchfield  also  has  large  interests 
At  the  time  I  took  that  proposition  up  several  years  ago  I  took  i 
up  simultaneously  with  the  Clyde  Line  with  a  view  of  leasing  fror 
that  company  a  portion  of  its  water  front.  Then,  when  the  Souther: 
Railway  did  not  entertain  it  of  course  I  dropped  the  negotiation^ 
As  I  understand,  the  Southern  Railway  has  acquired  additions 
land  very  recently,  and  has  a  fine  water  front  at  Charleston. 
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•  Mr.  Thom.  I  did  not  understand  the  witness's  answer  to  the  ques- 
tion whether  or  not  the  Southern  Railway  Co.  monopoUzed  the  water 
front  at  Charleston. 

Mr.  Douglas.  I  do  not  think  there  is  any  claim  that  the  Southern 
Railway  monopolizes  the  water  front  at  dnarleston. 

Mr.  Thom.  I  wanted  to  find  out  your  position  on  that  matter. 

Mr.  Douglas.  Our  position  is  tne  Southern  Railway  would  not 
accept  Mr.  Dulaney's  offer. 

Mr.  Thom.  I  am  speaking  with  regard  to  the  question  Senator 
Pomdexter  asked  and  I  want  the  record  to  show  whether  or  not  that 
was  the  claim  of  the  witness,  that  the  Southern  Railway  Co.  monopo- 
lized the  water  front  at  Charleston  so  that  he  could  not  go  in  to  put 
in  these  facilities. 

Mr.  DuLANEY.  I  did  not  make  any  such  statement. 

Mr.  Lyon.  Is  it  feasible  and  practicable  for  private  interests  to 
build  piers  for  the  handling  of  coal  on  railroads,  unless  they  have 
some  understanding  and  working  arrangement  with  the  carriers 
which  are  to  deliver  the  coal? 

}ir.  DULANEY.   No. 

Mr.  Lyon.  Would  you  be  justified  in  buying  land  at  Charleston 
and  buUding  a  pier  costing  you  half  a  million  dollars,  or  one  million 
doUars,  without  prior  arrangement  with  the  carriers  which  will  not 
deliver  the  coal  ? 

Mr.  DuLANEY.  Certainly  not. 

Mr.  Lyon.  I  understand  when  you  made  this  proposition  to  the 
Southern  Railway  it  was  with  the  purpose  of  having  some  under- 
standing with  them  that  they  would  deliver  the  coaJ  to  you  at  a 
proper  rate  on  export  coal  ? 

Mr.  DuLANEY.  The  proposition  was  made  in  reply  to  the  general 
statement  that  the  road  could  not  afford  to  put  money  into  the  pier, 
and  my  proposition,  as  I  have  already  explamed,  was  a  substitute  to 
enable  them  to  go  ahead,  if  they  wanted  to,  and  not  have  the  money 
excuse  to  prevent. 

Senator  Poindexter.  Is  there  any  competing  line  from  the  coal 
fields  to  Charleston? 

Mr.  DuLANEY.  On  that  same  rate,  do  you  mean,  sir  ? 

Senator  Poindexter.  On  any  rate  at  all. 

Mr.  DuLANEY.  Charleston  ought  to  be,  as  I  see  it,  available  for  the 
Southern,  for  the  Clinchfield  and  Southern,  as  a  joint  route,  for  the 
Chesapeake  &  Ohio  and  for  the  Norfolk  &  Western  if  they  desired 
to  use  them. 

Senator  Poindexter.  Do  the  Chesapeake  &  Ohio  and  the  Norfolk 
&  Western  have  lines  running  into  Charleston  ? 

Mr.  DuLANEY.  Not  directly,  but  they  use  the  Southern  and  the 
Coast  Line. 

Senator  Poindexter.  ;s  there  any  line  from  the  coal  fields  to 
Charleston,  other  than  the  Southern  Railway,  that  reach  that  port 
over  their  own  lines  without  the  use  of  the  Southern  tracks? 

Mr.  DULANEY.   No. 

Mr.  Lyon.  Docs  not  the  Atlantic  Coast  Line  go  into  Charleston  ?   • 
Mr.  Dulaney.  But  the  Senator  inquired  with  regard  to  lines  from 
the  coal  fields. 
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Senator  Poindexteb.  What  I  mean  is,  have  they  tracks  sujOicientlji 
direct  to  enable  them  to  compete  with  the  Southern  road  from  the 
coal  fields  to  the  port  of  Charleston  ? 

Mr.  DuLANEY.  The  CHnchfield  in  combination 

Senator  Poindexteb.  I  mean,  distinct  from  the  Southern.  Of 
course  if  a  line  has  to  combine  with  the  Southern,  that  manifestly  puts 
the  Southern  Railway  into  the  equation. 

Mr.  DuLANEY.  But  the  Clinchfield  could  also  combine  with  the 
Coast  Line  at  Spartanburg  and  reach  Charleston. 

Mr.  Lyon,  it  is  a  fact  that  both  the  Coast  Line  and  the  Southern 
Railway  extend  from  Spartanburg,  the  southern  terminus  of  the 
Clinchfield,  to  Charleston. 

Mr.  DuLANEY.  Then,  again,  the  Chesapeake  &  Ohio  and  the  Coast 
Line  make  another  connection  directly  to  Charleston 

Mr.  Lyon.  Is  it  not  a  fact  that  this  rate  the  Southern  has  put  in 
is  not  over  its  own  rails,  but  is  over  the  rails  of  the  Virginia  &  South- 
western and  the  C,  C.  &  O.  and  the  Southern?  They  do  not  avail 
the  use  of  their  own  rails  in  making  this  $1 .40  rate  to  the  coast  ? 

Mr.  Dulaney.  So  I  understand. 

Mr.  Lyon.  That  was  testified  to  at  Charlotte. 

Mr.  Douglas.  In  that  connection  let  me  emphasize  one  other  point. 
Is  it  not  true  that  the  Virginia  &  Southwestern  Railway  was  purely 
a  coal  road  going  into  the  coal  fields  and  was  bought  by  the  Southern 
Railway  Co.  for  the  purpose  of  carrying  coal  to  tidewater  and  other 
places  ? 

Mr.  Dulaney.  Yes.  That  was  my  understanding,  and  I  might  add 
that  when  it  was  originally  built  large  subscriptions  were  made  by 
counties  and  by  the  towns  in  that  neighborhood  for  the  express  pur- 
pose of  developing  the  coal  fields. 

Mr.  Douglas.  And  they  spent,  directly  and  indirectly,  $12,000,000 
for  the  acquisition  of  that  one  property  ? 

Mr.  Dulaney.  You  have  reference  to  the  Southern  Railway  Co. ! 

Mr.  DouGiJ^s.  Yes;  in  the  acquisition  of  the  Virginia  &  South- 
western. 

Mr.  Dulaney.  They  spent  $4,000,000  for  the  stock;  and  the  road, 
including  its  equipment  bonds,  which  the  records  now  show,  is  bonded 
for  $8,000,000. 

Mr.  Douglas.  And  they  paid  $4,000,000  for  the  stock  ? 

Mr.  Dui^ney.  Yes,  sir;  that  would  make  $12,000,000  it  is  re- 
sponsible for. 

Mr.  Douglas.  And  you  say  that  vou  have  been  trying  for  six  or 
seven  years  to  get  the  Southern  Railway  Co.,  either  with  or  without 
yom*  aid,  to  spend  as  much  as  $500,000  for  building  coal  facilities  at 
Charleston  ? 

Mr.  Dulaney.  I  have. 

Mr.  Douglas.  Does  not  the  Interstate  Commerce  Commission  have 
the  power  to  correct  these  abuses  ? 

Mr.  Dulaney.  I  can  not  define  its  powers,  but  it  is  my  experience 
that  it  questions  the  reasonableness  of  rates,  and  the  lowering  of  rates 
is  settled  by  the  testimony  of  witnesses.  When  a  case  comes  up  for 
hearing  it  is  a  remarkable  fact  that  the  chief  witnesses  for  the  rail- 
roads are  generally  some  of  the  men  who  represented  the  railroads 
when  those  agreements,  which  we  have  been  discussing,  or  under- 
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tandixigs — ^I  will  use  that  word— -were  made.  Then,  as  I  before  stated, 
ihe  railroads,  by  their  interchange  system,  can  supply  almost  any 
lumber  of  expert  witness  on  very  short  notice  at  little  or  no  expense. 
In  support  of  this  statement  I  refer  you  to  the  records  of  the  Inter- 
state Commerce  Commission  generally,  and  specifically  to  docket 
1381,  docket  2836,  and  32 II.  &  C.  docket. 

Mr.  Douglas.  In  speaking  of  the  Black  Moimtain  coal  field,  what 
did  you  mean  in  describing  the  motive  and  the  purpose  of  these 
parties  when  you  said  that  you  thought  they  were  specially  inter- 
ested in  this  matter?  What  did  you  mean  by  describing  it  as  a 
''hold-up"? 

Mr.  DuLANEY.  I  mean  that  the  coal  operators,  on  account  of  the 
rate  conditions  in  the  Black  Moimtain  neld,  are  literally  robbed'  of 
their  rights  to  do  a  normal  business,  and  that  this  condition  has  e:?;isted 
in  varying  degrees  for  six  years,  and  unless  something  can  be  done 
promptly,  some  relief  can  be  gotten,  the  fields  will  have  to  stop  trying 
to  do  business. 

Ml .  Douglas.  Have  you  made  any  efforts  Uy  sell  the  Black  Moun- 
tain,coal  properties? 

Mr.  DuLANEY.  Yes.  • 

Mr.  Douglas.  Why  ? 

Mr.  DuLANEY.  Because  of  this  holdup.  I  have  realized  for  the 
last  four  or  five  yea 's  that  they  were  not  going  to  permit  me  to  move 
that  coal.  I  have  a  great  number  of  people  intetested  with  me  in  the 
proposition,  and  I  have  made  efforts  to  sell  it  cut  in  order  to  save 
something  from  the  present  conditions.  Some  of  the  men  who  went 
ia  with  me  on  that  proposition  were  Southern  Railway  men,  one 
heiog  ol.  Sanford,  of  Knoxv'lle,  Tenn.,  now  deceased;  in  fact,  nearly 
all  01  them  are  dead.  •  ')1.  Sanford,  of  Knoxville,  was  the  president 
of  one  of  the  Southern's  roads,  and  he  believed  in  the  Southern,  and 
believed  that  they  would  never  permit  that  field  to  be  bottled  up^ 
and  he  made  his  investment  there.  M".  Brown,  of  Rogers  &  Brown, 
the  pig-iron  people,  believed  that  the  Southern  Railway  would  never 
permit  that  field  to  be  bottled  up,  so  his  estate  has  an  investment 
there. 

Senator  Smith  of  Michigan.  Have  you  made  any  effoit  to  sell  to 
'he  Southern  Railwavr? 

Mr.  DuLANEY.  Not  iirectly;  no,  sir. 

Senator  Smith  of  Michigan.  To  Mr.  McHarg  ? 

Mi.  Dulaney.  No.  At  the  same  time  that  1  sold  Mr.  McHarg  the 
ailwav  he  and  I  had  up  negotiations  to  unite  the  Black  Mountain  Co. 
^th  tne  Virginia  Iron,  Coal  &  Coke  Co.,  and  nothing  came  of  those 
negotiations.  Another  matter  that  I  think  proper  to  explain  right 
aere  is  this :  When  I  sold  the  Black  Mountain  Kailroad  to  Mr.  McHarg, 
the  Louisville  &  Nashville  Railroad  Co.  had  already  gone  to  great 
Bxpense  and  biult  a  tunnel  to  connect  with  this  road,  and  while  we 
had  no  particular  agreement  with  the  Louisville  &  Nashville,  the 
Louisville  &  Nashville  had  shown  good  faith,  so  when  I  came  to  the 
Jale  of  the  Black  Mountain  Railroad  I  put  in  a  condition  protecting 
iie  Louisville  &  NashviUe,  a  condition  to  the  effect  that  within  90 
lays  after  the  sale  was  announced  the  Louisville  &  NashviUe  would 
Ave  the  right  to  elect  to  use  the  rails  on  a  wheelage  basis,  naming 
he  terms.  Of  course  I  had  no  right  to  force  the  Louisville  &  Nash- 
ille  to  do  that,  but  I  protected  them  because  it  had  built  tbia  t\yKsvA 
>  reach  my  propertj. 
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Senator  Smith  of  Michigan.  And  you  forced  the  Virginia  &  South- 
western Railway  to  that  find  of  an  understanding  ? 

Mr.  DuLANEY.  Yes,  sir.  I  refused  to  sell  on  any  other  basis  and, 
probably  for  six  months,  the  negotiations  hung  on  that  one  point. 

Senator  Poindexter.  Does  the  Southern  Railway  haul  any  of  the 
coal  of  your  competitors  ? 

Mr.  DuLANEY.  Oh,  yes. 

Senator  Poindexter.  To  tidewater  ? 

Mr.  DuLANEY.  I  can  not  answer  that.  Probably  they  haul  some 
coal  in  a  small  way  for  local  use  to  the  towns  at  tidewater. 

Senator  Poindexter.  How  much  coal  does  the  Norfolk  &  Western 
mo.ve  to  tidewater  annually  from  the  mines  ? 

Mr.  DuLANEY.  I  can  not  give  that  right  off,  but  it  is  a  very  large 
quantity.     I  will  get  that  later  if  you  will  permit  me. 

Senator  Poindexter.  I  just  wanted  to  get  some  comparison  with 
that  amount. 

Mr.  Dulaney.  It  is  several  million  tons.  I  will  produce  that  for 
you,  but  can  not  give  that  information  right  off. 

Mr.  Thom.  Mr.  Douglas,  have  you.  any  objection  to  letting*  the 
record  show,  at  this  point,  whether  at  the  time  that  Mr.  Dulaney  was 
referring  to  a  moment  ago — when  these  parties  went  in  on  the  faith  of 
the  Southern  Railway  Co.  never  allowing  that  field  to  be  bottled  up — 
the  Southern  Railway  at  that  time  was  m  that  field  at  all  ? 

Mr.  Douglas.  You  Qan  answer  that  question,  Mr.  Dulaney,  if  you 
can. 

Mr.  Dulaney.  What  date  is  that.  Col.  Thom  ? 

Mr.  Thom.  You  were  mentioning  the  date  these  people,  who  are  now 
dead,  went  into  your  organization,  and  you  said  that  Col.  Sanf  ord  had 
great  faith  that  the  Southern  Railway  Co.  would  never  allow  that 
field  to  be  bottled  up.  I  want  to  know  if  the  Southern  Railway  was 
in  that  field  at  all  at  that  time  ^ 

Mr.  Dulaney.  It  was  indirectly  from  the  Cumberland  Gap  Rail- 
road and  the  Louisville  &  NashviUe  Railroad,  and,  as  I  have  already 
stated,  the  Southern  Railway  fitst  took  up  the  question  of  building 
its  own  independent  extension  from  the  Cumberland  Gap  division  on 
the  PoweU  Kiver  into  the  Black  Mountain  field. 

Mr.  Thom.  It  dul  not  own  or  have  any  interest  in  any  line  run- 
ning there  at  that  time,  did  it? 

Mr.  Dulaney.  Not  that  I  know  of,  directly  to  the  mine,  but  in 
those  days  we  supposed,  and  felt  that  we  had  a  right  to  beUeve,  that 
if  the  railroads  reached  a  property  we  would  force  them  to  move 
tonnage. 

Mr.  Douglas.  Before  we  get  too.f ar  away  from  the  subject  I  would 
like  to  ask  you  some  further  questions  about  Mr.  McHarg.  You 
stated  that  you  insisted  upon  a  provision  going  into  that  contract  for 
the  sale  of  the  Black  Mountain  Railroad,  giving  to  the  Louisville  & 
Nashville  Railroad  Co.  the  right  to  use  that  road  on  a  whcelage  basis. 
I  will  ask  you,  in  the  first  place,  if  M^.  McHavg  agreed  that  that  pro- 
vision should  be  put  in  the  cont 'act,  or  did  he  object  to  it? 

Mr.  Dulaney.  He  agreed  to  it,  and  it  was  put  in. 

Senator  Smith  of  Michigan.  I  would  Hke  to  return  to  the  question 
asked  by  Senator  Poindexter,  whether  the  Southern  Railway  served 
your  rivals  in  the  Black  Mountain  field,  and  you  say  that  it  did. 
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•enator  Poindexter  asked  you  further  if  it  served  them  to  tidewater 
nd  that  answer  was  quaufied  somewhat. 

Mr.  DuLANEY.  There  is  very  little  business,  Senator,  from  the  field 
lO  tidewater  now,  on  account  of  these  rates.  I  think  thdre  is  a  little 
joal  that  moves  to  Charleston  and  probably  to  Savannah,  where  the 
:ates  are  about  the  same.  The  other  operations  in  the  Appalachian 
ffoup  are  by  the  Stonega  company  and  the  Virginia  Iron,  Coal  & 
Joke  Co.,  aQid  then  some  other  small  operations.  We  had  that  up 
jresterday ,  you  will  remember  ? 

Senator  Smith  of  Michigan.  Yes;  I  recall  that. 

Mr.  DuLANEY.  At  the  time  the  KnoxviUe  toUgate  was  put  against 
iiS;  of  course  it  applied  to  all  the  Appalachian  operators.  From  that 
lay,  that  I  read  from  the  record^  poth  of  those  companies  began  to 
receive  large  orders,  amoimting  m  the  aggregate  to  more  business 
than  they  could  have  hoped  to  get  beyond  that  gate  at  KnoxviUe. 
[  would  like  to  explain  just  what  that  gate  at  KnoxviUe  means. 

Senator  Smith  of  Michigan.  I  thought  you  did  that  yesterday,  and 
[  thought  you  said,  if  I  carry  it  in  my  mind,  that  the  large  coal  ton- 
lage  from  the  Black  Mountain  field,  that  is,  from  your  rivals;  there, 
lauled  by  the  Southern  RaUway  Co.,  was  for  their  own  use. 

Mr.  DuLANEY.  The  quantities  which  I  read  were  for  the  Southern 
Railway's  own  use  andf,  therefore,  the  blockade  did  not  apply  to  it. 

Mr.  Douglas.  The  freight  rate  did  not  enter  into  it  at  all. 

Mr.  DuLANEY.  In  furmer  explanation,  both  of  those  companies 
lave  access  to  the  Norfolk  &  Western  outlet,  while  the  Black  Moim- 
ain  has  to  pay  34  cents  to  get  out. 

Mr.  Douglas.  You  mean  the  Stonega  Co.  and  the  Virginia  Iron, 
;oal  &  Coke  Co.  ? 

Mr.  DuLANBY.  Yes. 

Mr.  Douglas.  And  they  represent  the  only  other  operations  in 
he  Appalachian  group  of  any  consequence  ? 

Mr.  DuLANEY.  Yes. 

Senator  Smith  of  Michigan.  If  they  had  bought  your  own  coal 
[istead  of  buying  your  rivals'  coal  for  their  own  uses,  the  argument 
^ould  not  be  good;  that  is,  they  have  a  right  to  buy  as  they  please., 
liat  we  must  consent  to,  and  if  they  had  been  buying  from  you,  the 
ther  people  could  not  have  complained  very  much,  because  they 
ave  a  right  to  buy  wherever  they  have  opportunity  to  do  so.  I 
eriously  doubt  whether  you  can  complain  greatly  whether  they  are 
uyingfor  their  own  use  up  there  and  nauHng  for  their  own  purposes. 

Mr.  DuLANEY.  In  that  connection  let  me  explain. 

Senator  Smith  of  Michigan.  Surely.     I  want  your  judgment  on  it. 

Mr.  DuLANEY.  In  the  Andys  Ridge  case,  which  we  had  up  yester- 
day, both  of  the  companies  named  which  have  enjoyed  these  large 
►rders  since  they  became  parties  defendant,  when  they  undertook 
0  defend  the  Virginia  fields  failed,  by  agreement,  before  they 
s^ent  into  the  hearing  at  Knoxville,  to  make  certain  points  of 
hort  line  distances  which  should  have  made  the  differential  much 
ess.  The  question  was  also  raised  by  Col.  Thorn  whether  the  Black 
loimtain  Co.  was  likewise  a  party.  It  was  until  it  discovered  this 
greement  which  had  been  arrived  at  in  Philadelphia,  when  it  was 
ot  represented.  Immediately,  as  the  records  will  show,  the  Black 
[ountain  field  filed  its  protest  with  the  Interstate  Commerce  Com- 
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mission  and  asked  that  the  short  line  routes  should  be  considered  a 
the  same  time. 

Senator  Smith  of  Mich^an.  I  am  asking  that  because  I  hav 
another  thin^  in  mind.  Do  you  know  of  any  agreement  in  the  Blac] 
Moimtain  field  as  to  the  price  of  coal  on  the  dump,  if  I  am  using  th( 
correct  phrase  ? 

Mr.  DuLANEY.  None  that  I  know  of,  sir. 

Senator  Smith  of  Michigan.  Are  you  concerned  in  the  price  the 
Southern  pays  your  rivals  for  coal  ?  Does  that  seriously  enter  intc 
your  mind? 

Mr.  DuLANEY.  I  think  not. 

Senator  Smith  of  Michigan.  So  that  if  they  paid  them,  we  will  say 
$1  a  ton  and  your  price  was  $1.10,  the  mere  fact  that  they  gave  you 
no  business  is  not  a  matter  about  which  you  could  seriously  com- 
plain, is  it  ? 

Mr  DuLANEY.  I  think  it  is,  sir,  under  the  circumstances. 

Senator  Smith  of  Michigan.  I  do  not  want  to  suggest  anything  at 
all,  but  in  view  of  the  fact  that  you  have  not  gotten  along  very  well 
with  them,  that  there  is  some  sharp  antagonism,  perhaps  they  might 
not  have  brought  you  their  freight  ? 

Mr.  DuLANEY.  I  do  not  know  that  there  is  anything  of  that  kind  to 
answer. 

Senator  Smith  of  Michigan.  But  the  principal  haul  from  Black 
Mountain  field  was  for  their  own  consumption  ?     Am  I  right  ? 

Mr.  DuLANEY.  These  contracts  that  I  referred  to 

Senator  Smith  of  Michigan.  I  am  not  going  to  confuse  myself  with 
these  contracts  because,  it  these  contracts  are  in  restraint  of  trade, 
that  is  another  feature  entirely  and  that  goes  to  their  function  as  ft 
carrier,  but  their  right  to  buy  where  they  want  to  buy  their  own 
supplies  is  undisputed? 

Mr.  DuLANEY.  Certainly,  sir. 

Senator  Smith  of  Michigan.  Now,  I  just  want  to  see  whether  or  not 
they  have  gone  in  there  for  any  export  purpose  ? 

Mr.  DuLANEY.  I  think  I  stated  very  clearty  that  I  did  not  believe 
the  Southern  Railway  was  in  the  commercial  business. 

Senator  Smith  of  Michigan.  I  asked  that  because  Senator  Poin- 
dexter  was  not  in  when  the  matter  came  up  on  yesterday,  and  he  is 
not  here  now. 

Mr.  DuLANEY.  The  point  I  wish  to  make  in  that  connection  is,  yoiJ 
raised  the  question,  you  will  recall,  as  to  whether  those  rates  wer€ 
legal  rates,  legally  constituted.  In  reply  to  that,  later  on,  I  made  this 
statement,  that  the  Andys  Ridge  case  was  a  frame  up  and  that  tb< 
commission  was  decieved  by  it. 

Senator  Smith  of  Michigan.  I  do  not  suppose  that  is  the  firs 
frame  up  that  was  ever  made  on  anything  of  that  kind  ? 

Mr.  DuLANEY.  I  simply  desire  to  show  the  frame  up  and  let  i 
stand  on  its  merits.     I  gave  the  facts  almost  without  comment, 
made  no  comment  except  what  I  read  from  those  letters,  and 
intended  no  reflection  on  the  present  Interstate  Commerce  Commit 
sion,  which  one  of  the  papers  made  such  an  insinuation  about. 

Senator  Smith  of  Michigan.  Did  one  of  the  papers  say  somethin^ 
about  that  ? 

Mr.  DuLANEY.  ''Veiled  attack  on  the  Interstate  Commerce  Coh:^ 
mission,''  I  think  was  the  newspaper  expression. 
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Senator  Smith  of  Michigan.  I  think  I  am  the  only  one  who  spoke 
iisparagingly  of  the  commission. 

Mr.  DuLANET.  It  was  not  my  prerogative  to  do  so. 

Senator  Smith  of  Michigan.- 1  aid  not  intend  to  do  it,  tmt  it  slipped 
out. 

Mr.  DuLANEY.  I  did  criticise  the  method  of  arriving  at  rates, 
because  that  method  does  put  the  Uttle  man  at  a  disadvantage  he 
can  not  overcome,  and  if  the  railroads  can  use  all  these  freight  agents, 
who  are  experts,  and  then  call  in,  in  addition  to  them,  the  trust  coal 
men,  the  fellows  thev  favor,  and  use  them  as  expert  witnesses,  where 
does  the  poor  Uttle  fellow  stand  ? 

Senator  Smith  of  Michigan.  He  stands  in  a  strait  jacket,  and  you 
are  in  that  strait  jacket. 

Mr.  DuLANEY.  I  am,  sir. 

Senator  Smith  of  Michigan.  Whether  you  put  yourself  there  or 
whether  you  are  there  as  a  creature  of  conditions  which  ought  to  be 
changed  is  another  question,  and  that  ought  to  receive  very  careful 
attention,  and,  so  far  as  I  myself  am  concerned  and  my  associates, 
I  know  that  it  will. 

Mr.  Douglas.  Is  it  not  true  that  you  brought  out  the  sale,  or 
rather  the  purchase  of  coal  by  the  Southern  Railway  Co.  from  the 
Stonega  people  and  the  Virginia  Iron,  Coal  &  Coke  Co.,  to  show  that 
m  the  effort  of  the  Coal  Trust  to  put  a  wall  around  the  Black  Mountain 
field  and  not  being  able  to  do  so,  without  including  two  operations  in 
there,  they  sought  to  take  care  of  those  two  operations  in  another 
way  by  buying  their  product?  That  is  our  purpose  of  bringing 
that  out.  Of  course,  tney  have  a  right  to  buy  coal  from  anybody 
they  want.  I  think  we  can  soon  finish  Mr.  Dulaney^s  direct  examina- 
tion, but  there  is  one  phase  of  this  agreement  I  must  not  fail  to  bring 
out.    Have  you  that  agreement,  Mr.  Dulaney? 

Mr.  Dulaney.  Yes,  sir.  I  stated  when  I  sold  the  Black  Mountain 
Railroad  to  the  Virginia  &  Southwest'Crn  I  put  in  a  condition  pro- 
tecting the  Louisville,  &  Nashville,  which  reached  the  property  at  the 
Southern  end. 

It  is  this  paragraph  8  in  the  contract  [reading] : 

That  the  Louisville  &  Nashville  Railro  ,d  is  to  be  siven  the  privilege  for  three 
months  from  the  date  of  jotification  to  it  of  enterinp;  into  a  contract  with  the  second 
party  whereby  it  may  have  the  perj>etual  right  to  run  its  trains  and  engines  over  the 
tracks  now  owned  by  the  Black  Mountain  Railway  Co.  under  proper  operating  regula- 
tions, by  paying  their  proportion  of  the  fixed  chaises,  maintenance,  and  operating 
expenses,  to  be  determined  on  a  wheelage  basis.  Such  use  to  be  limited  to  the  trans- 
portation of  business  moving  via  the  line  of  the  lyouisville  &  Nashville  Railroad  to  or 
from  points  on  the  railroad  now  owned  by  the  Black  Mountain  Railway  Co. 

Senator  Smith  of  Michigan.  Is  that  all  there  is  to  it? 

Mr.  Dulaney.  That  is  all  there  is  to  it. 

Mr.  Douglas.  What  happened  after  that  with  reference  to  safe- 
guarding the  rights  of  the  Louisville  &  Nashville  in  that  particular, 
&nd  what  was  the  attitude  taken  by  Mr.  McHarg  about  that  ? 

Mr.  Dulaney.  I  have  a  letter  furnished  me  by  Mr.  Smith,  presi- 
of  the  Louisville  &  Nashville,  from  Mr.  Newton,  who  was  at  that  time 
vice  president  and  general  manager  of  the  Virginia  &  Southwestern, 
demanding  that  the  Louisville  &  Nashville  rights  should  be  limited  to 
the  carrying  of  coal  that  would  pass  west  and  north,  but  not  south- 
^8,rd  through  Middlesboro  or  any  other  way  to  the  south. 
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Senator  Smith  of  Michigan.  You  say  you  have  a  letter  of  that 
kind? 

Mr.  IhjLANEY.  I  have. 

Mr.  Douglas.  We  oflEer  in  evidence  that  contract,  Senator. 

Senator  Smith  of  Michigan.  Yes. 

(The  contract  here  offered  in  evidence  is  in  worrds  and  figures  as 
follows.) 

This  contract,  made  in  duplicate  this  the  20th  day  of  September,  1905,  between 
the  Black  Mountain  Coal  Land  Company,  Incorporated,  party  of  the  first  part,  and  the 
Virginia  and  Southwestern  Railway  Company,  party  of  the  second  port,  witnesseth: 

That  it  is  agreed  between  the  parties  hereto  as  follows: 

(1)  That  the  first  party  sells  and  will,  on  or  before  the  30th  day  of  September, 
1905,  deliver  to  the  second  party,  duly  transferred,  all  the  capital  stock  of  the  Black 
Mountain  Railway  Compan^^. 

(2)  That  the  first  party  will,  on  or  before  the  30th  day  of  September,  1905,  deliver 
in  escrow  with  First  National  Bank  of  Bristol,  Tenn.,  all  of  the  bonds  of  the  said 
Black  Mountain  Railway  Company,  and  will  also  deliver  to  the  party  of  the  second 
part  a  correct  list  of  all  liens  and  encumbrances  of  every  kind  against  the  properties 
of  the  Black  Mountain  Railway  Company,  and  hereby  agrees  that  all  of  the  said  in- 
debtedness shall  be  paid  out  of  the  proceeds  of  this  sale;  all  of  such  indebtedness  is 
shown  in  the  accompanying  list,  marked  ** Exhibit  A,"  which  is  made  a  part  of  this 
contract.  Should  there  be  any  indebtedness  or  liability  of  any  kind  not  included 
in  said  list,  the  first  party  covenants  and  agrees  to  pay  off  and  adjust  same  and  save 
the  second  party  harmless  therefrom. 

(3)  That  the  first  party  will,  on  or  before  the  30th  day  of  September,  1905,  procure 
conveyances  to  the  Black  Mountain  Railway  Company  of  unencumbered  n^hts  of 
way,  such  as  may  be  necessary  to  vest  in  said  company  title  to  a  continuous  right  of 
way  at  no  place  less  than  forty  (40)  feet  in  width  (but  at  all  places  through  its  own 
property  one  hundred  (100)  feet  in  width),  from  the  Black  Mountain  Railway  Com- 
pany's junction  with  the  Louisville  &  Nasnville  spur  track  from  Pennington  Gap  to 
tiie  terminus  of  the  Black  Mountain  Railway  Company's  line  near  the  Darby  coal 
operation,  except  a  small  strip  of  such  right  of  way,  covering  which  condemnation 
proceedings  are  now  pending  m  the  circuit  court  for  Lee  County,  and  in  which  com- 
missioners have  reported,  same  being  the  case  of  Solomon  Wells,  involving  about 
two  hundred  (200)  feet  of  right  of  way  near  stations  257  and  259,  and  the  case  of  W. 
C.  Parsons,  involving  about  seven  hundred  (700)  feet  of  right  of  way  between  stations 
403  and  411  plus;  the  amount  reported  by  tne  commissioners  having  been  heretofore 
paid  into  court  by  the  Black  Mountain  Railway  Company. 

(4)  That  the  second  party  will,  upon  the  first  party's  compliance  with  the  forego- 
ing paragraphs  (1),  (2),  and  (3),  forthwitli  pay  to  the  first  party,  in  cash,  the  actual 
cost  of  me  Black  Mountain  Railway  Company's  right  of  way,  roadbed,  track,  etc., 
as  per  items  in  Exhibit  B,  appended  hereto  and  niade  a  part  of  this  contract,  being 
the  total  sum  of  eighty-eight  thousand  four  hundred  and  fourteen  dollars  and  seven 
cents  ($88,414.07),  less  the  amount  of  the  indebtedness  of  the  Black  Mountain  Rail- 
way Company,  as  contained  in  Exhibit  A,  paid  or  assumed  to  be  paid  by  the  second 
party. 

(5)  That  the  second  party  will,  as  soon  as  practicable  after  acquiring  the  stock  of 
the  B]ack  Mountain  Railway  Company  as  aforesaid,  build,  or  casue  to  be  built,  a 
standard  gauge  railway  leading  from  some  point  on  the  said  Black  Mountain  Railway 
Company  s  line  to  a  connection  with  second  party's  main  line  which  leads  from  Ap- 
palachia  to  Mountain  City;  such  new  railway  to  be  finished,  in  all  events,  within  two 
years  from  this  date;  or  the  second  party  may,  within  said  two  years,  in  lieu  of  the 
construction  of  said  railroad,  effect  trackage  arrangementwith  some  other  road  whereby 
the  desired  connection  may  be  had. 

(6)  That  as  soon  as  the  standard  gauge  railway  provided  for  in  the  preceding  para- 
graph is  constructed  and  in  operation,  or  the  said  trackage  arrangement  is  effected, 
the  second  party  guarantees  to  the  first  party  and  its  lessees  a  rate  on  coal  from  points 
on  the  Black  Mountain  Railway,  routed  via  The  Virginia  and  Southwestern  Railway 
to  Bristol  and  points  south  and  east  thereof,  as  well  as  all  points  on  the  Virginia  and 
Southwestern  Railway,  of  not  exceeding  ten  (10)  cents  per  ton  higher  than  the  rate 
from  Inman  and  Stonega  over  the  same  route  to  the  same  points. 

(7)  That  the  first  party  will  grant  to  the  Black  Mountain  Railway  Company,  its 
successors  or  assigns,  free  of  charge,  a  one  hundred  (100)  foot  ri|;ht  of  way  through  its 
property  for  any  extension  or  extensions  of,  or  branch  line  or  lines  from,  the  present 
road  of  said  railway  company. 
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(8)  That  the  Louisville  and  Nashville  Railroad  is  to  be  given  the  privilege  for 
Jree  months  from  the  date  of  notification  to  it  of  entering  into  a  contract  with  the  sec- 
id  party  whereby  it  may  have  the  perpetual  right  to  run  its  trains  and  engines  over 
le  traeks  now  owned  by  the  Black  Mountain  Railway  Company,  under  proper  oper- 
ing  regulations,  by  paying  their  proportion  of  the  fixed  chaiges,  maintenance,  and 
)Qrating  expense,  to  be  determined  on  a  wheelage  basis.  Such  use  to  be  limited 
I  the  transportation  of  business  movine  via  the  line  of  the  LouisvilU  and  Nashville 
.ailroad  to  or  from  points  on  the  railroad  now  owned  by  the  Black  Mountain  Railway 
ompany. 
Witness  the  following  signatures  and  seals: 

Black  Mountain  Coal  Land  Company,  Incorporated, 
[seal.]  By  B.  L.  Dulaney,  President. 

Attest; 

N.  D.  Bachman,  Jr.,  Secretary, 

Virginia  and  Southwestern  Railway  Cobipany, 
[seal.]  By  Jno.  B.  Newton,  Vice  President. 

Attest: 

J.  W.  Cure,  Secretary. 

Exhibit  A. 

Statement  of  indebtedness  of  Black  Mountain  Railway  Company. 

Bondholders $45, 000. 00 

Louisville  &  Nashville  R.  R.,  for  rails 16, 028. 64 

Black  Mt.  Coal  Land  Co 27,385.43 


88, 414. 07 

The  L.  &  N.  R.  R.  Co.  has  a  bill  against  Black  Mountain  Railway  Company  for 
about  $4,000,  which  is  subject  to  credits  that  will  probably  require  some  little  time 
to  adjust;  and  pending  the  adjustment  by  present  officers  of  Black  Mountain  Ry. 
Company  it  is  agreed  that  Virginia  and  Southwestern  Ry.  Co.  may  hold  the  sum  of 
$4,500  in  its  hands  until  the  settlement  is  made. 


Exhibit  B. 

Statement  of  cost  of  Black  Mountain  Railway  as  constructed  from  connection  with 
L.  A  N.  R.  R.  on  south  side  of  North  Fork  of  Fowells  River  to  coal  mines  of  Darby 
Coal  &  Coke  Company  on  head  of  Gin  Creek,  in  Lee  County,  Virginia,  including  main 
track  as  above;  storage  tracks  at  ** Darby"  mines;  passing  tracks  near  "Darby" 
naines;  spur  track  to  St.  Charles  Coal  &  Coke  Co.  mines;  aggregating  about  6.5  miles: 
Items  now  on  books  of  company  (September  1st): 

Engineering $4,  511.  92 

Rights  of  way 4,  379.  23 

Grading 29,  976. 11 

Bridges  and  trestles 11, 423.  65 

Crossties • 5,  693.  20 

Track  laying,  etc 4,  696.  57 

Misc.  track  material 1,  939. 17 

General  expenses 3, 150.  39 

Legal  expenses 982. 48 

Interest  on  bonds  during  construction 962.  50 

Stationery  and  printing •. 68. 00 

Franchise  and  tax 157. 50 

Personal  injury 432.  53 

Live  stock  killed 7. 00 

Surfacing,  etc 1,  924. 42 

Tools 140.76 

.  $70,  445. 43 

Items  not  yet  on  books: 

Rails 16,028.64 

Bights  of  way 940. 00 

Sundry  items,  estimated 1, 000. 00 

17,968.64 

Total  cost 88, 414. 07 
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Senator  Smith  of  Michigan.  Have  the  Louisville  &  Nashvile  Rail- 
road ever  undertaken  to  enforce  this  contract  ? 

Mr.  DuLANEY.  The  Louisville  &  Nashville  accepted  the  terms  and 
now  occupy  the  field  on  the  terms  set  forth  there,  as  I  understand  it, 
unless  some  arrangement  has  been  made  since  about  which  I  am  not 
informed. 

Senator  Smith  of  Michigan.  Section  8  became  effective  as  between 
the  Jjouisville  &  Nashville 

Mr.  DuLANET.  It  did,  sir. 

Senator  Smith  of  Michigan  (continuing) .  And  the  Virginia  &  South- 
western ? 

Mr.  Douglas.  What  we  want  now  before  jou  reach  that  letter, 
Senator,  so  the  committee  will  understand  it,  is  in  this  connection  to 
bring  out  what  attitude  McHarg  took  with  reference  to  that,  and 
what  happened  as  a  result  of  his  assumed  attitude  toward  the  Black 
Mountain  coal  field. 

Mr.  DuLANEY.  On  July  12,  1906 — I  present  a  copy  of  a  letter  from 
the  vice  president  of  the  Virginia  &  Southwestern  Kailwaj^,  and  the 
answer  by  the  Louisville  &  Nashville,  June  29,  1909,  wnich  I  will 
attach  to  that  exhibit. 

(The  letters  here  submitted  are  in  words  and  figures  as  follows:) 

Virginia  &  Southwestern  Railway  Co., 

July  n,  1906. 
Mr.  Milton  H.  Smith, 

President  Louisville  &  Nashville  Railroad  Co.,  Louisville,  Ky. 

Dear  Sir:  Your  letter,  dated  New  York,  June  29,  in  regard  to  the  operation  of 
Louisville  &  Nashville  Railroad  trains  over  the  tracks  of  the  Black  Mountain  Kail- 
way,  with  attached  copies  of  form  of  contract  desired  by  you,  reached  my  office  dur- 
ing my  absence  or  would  have  been  replied  to  more  promptly. 

The  form  of  contract  submitted  by  you  is  not  in  accord  with  the  understanding 
between  ourselves  and  the  Black  Mountain  Coal  Land  Co.  as  to  the  character  of 
privileges  we  are  obligated  to  offer  your  company.  It  was  never  anticipated  that  your 
company  should  have  the  right  to  use  the  tracks  of  any  portion  of  the  Black  Moun- 
tain Railway  except  in  so  far  as  business  moving  from  the  Black  Mountain  coal  fields 
via  your  line  to  points  north  and  west  of  Middlesboro,  Ky.,  is  concerned.  It  was 
also  understood  and  agreed  that  we  are  under  obligation  to  the  Black  Mountain  Coal 
Land  Co.  to  only  offer  your  company  trackage  privileges  over  so  much  of  the  Black 
Mountain  Railway  as  was  constructed  and  in  operation  on  September  20,  1905.  If 
you  desire  to  enter  into  a  contract  for  the  use  by  your  company  of  such  tracks  of  the 
Black  Mountain  Railway  Co.  as  were  completed  and  in  operation  on  the  20th  day 
of  September,  1905,  such  use  being  restricted  to  the  transportation  of  coal  and  coke 
to  points  reached  via  your  line  north  and  west  of  Middlesboro,  Ky.,  I  will  be  glad  to 
negotiate  with  you  concerning  same. 
Yours,  truly, 

Jno.  B.  Newton, 
Vice  President  and  General  Manager. 


New  York,  June  29,  1906. 
Jno.  B.  Newton,  Esq., 

Vice  President  Virginia  <Sc  Southwestern  Railway  Co.,  Bristol,  Va. 

Dear  Sir:  My  attention  has  recently  been  called  to  the  contract  dated  30th  day  of 
September,  1905,  between  the  Black  Mountain  Coal  &  Land  Co.  (Inc.),  and  the 
Virginia  &  Southwestern  Railway  Co.,  section  8  of  which  is  as  follows: 

**That  the  L.  &  N.  R.  R.  Co.  is  to  be  given  the  privilege  for  three  months  from  the 
date  of  notification  to  it  to  enter  into  a  contract  with  the  second  party  whereby  it  may 
have  the  perpetual  right  to  run  its  trains  and  engines  over  the  tracks  now  owned  by  the 
Black  Mountain  Ry.  Co.  under  proper  operating  regulations,  and  to  pay  a  certain  pro- 
portion of  the  fixed  charges,  maintenance,  and  operating  expenses,  to  be  determined 
on  the  wheelage  run,  use  to  be  limited  to  the  ti-ansportation  of  business  moved  by  the 
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ine  of  the  L.  &  N.  R.  R.  to  and  from  points  on  the  raUroad  now  owned  by  the  Black 
Idountain  Ry.  Co/' 

I  inclose  herewith  draft  of  agreement  for  the  joint  use  of  the  tracks  formerly  belonging 
lx>  the  Bla^k  Mountain. Railway  Co.,  referred  to  in  the  preceding  quotation.    The  form 
of  contract  is  in  terms  the  same  as  ih  now  in  effect  in  two  or  more  instances  for  joint 
ox>era1ion  of  tracks  by  Uie  L.  &  N.  R.  R.  and  Southern  Ry. 
Would  be  glad  if  you  will  promptly  execute  the  said  contract. 
Yours,  truly, 

,  President. 

Mr.  Douglas.  Let  Mr.  Thorn  see  a  copy  of  that  letter. 

Mr.  Dxn-«ANBT.  All  right. 

(The  contracts  and  letters  just  submitted  by  the  witness  were 
here  noted  by  Mi*.  Thnm.) 

Mr.  Douglas.  Who  did  you  say  are  the  parties  to  that  corre- 
spondence ? 

Mr.  DuLANEY.  The  vice  president  bf  the  VLrguiia  &  Southwestern 
Railway. 

Mr.  Douglas.  Mr.  Newton  ? 

Mr.  DuLANBT.  Mr.  Newton.  That  letter  is  directed  to  the  Louis- 
ville &  Nashville,  the  reply  to  it  is  by  the  president  of  the  Louisville 
&  Nashville.  After  that  my  relations  were  broken  oflf  in  some  way. 
The  Louisville  &  Nashville  did  not  furnish  the  further  correspond- 
ence.    I  think  there  is 

Senator  Smfth  of  Michigan.  No  question  arose  about  a  forfeiture 
^f  that  agreement  by  reas-n  cf  the  lapse  cf  time? 

Mr.  DuLANEY.  Oh,  no,  sir;  it  was  accepted  promptly. 

vSenator  Pmith  of  Michigan.  The  agreement  is  dated  20th  of  Sep- 
tember, 1905,  and  the  c'^r^-esprndence  that  you  submit  July  12,  1906. 
There  must  have  something  occurred  in  the  meantime,  naturally. 

Ml.  DuLANEY.  I  shruld  like  V3rv  much 

Mr.  Douglas  (interposing).  Ixplain  the  whole  thing.  Just  let 
Mr.  Thom  see  that  in  the  meantime. 

Mr.  DuLANEY.  This  sale,  as  the  record  shows,  was  made  Septem- 
ber 20,  1906.  The  request  for  delay  in  the  announcement  of  sale 
Was  made  by  the  Vii^inia  &  Southwestern,  for  reasons  satisfactory. 
They  had  certain  rights  of  way  to  obtain  and  they  requested  that 
aotice  of  the  purchase  would  not  be  given  for  two  months.  The 
lights  reserved  for  the  Louisville  &  Nashville  could  be  accepted  by 
it  within  three  months  after  notice.  So,  at  the  end  of  the  two 
tnonths  they  asked  for  another  two  months,  which  I  gave  them. 
That  carried  it  up  to  the  first  of  the  year  or  a  Httle  after.  I  was 
going  abroad  at  that  time. 

Finally,  Mr.  McHarg  told  me  that  the  process  of  carrying  out  his 
plan  was  a  little  slow.  He  asked  me  to  go  ahead  and  said  he  would 
serve  a  notice  within  the  next  two  months. 

Mr.  Douglas.  Serve  the  notice  on  the  Louisville  &  NashviUe  % 

Mr.  DuLANEY.  Serve  the  notice  on  the  Louisville  &  Nashville,  and 
.give  them  the  opportunity  to  do  what  they  wished  to  do. 

So,  I  went  abroad  and  was  gone  six  months,  and  on  my  return 
I  very  naturally  felt  anxious  about  that  proposition,  because  I  was 
desirous  of  having  two  roads.  As  I  stated,  two  roads  used  to  be 
better  than  one.  So,  I  called  on  Mr.  McHarg,  and  he  said  he  did  not 
give  the  notice;  that  he  was  not  ready  to;  and  I  then  went  to  this 
^ffice  and  had  some  discussion  with  hun,  and  during  the  discussion 
tasked  him  if  he  had  talked  to  Mr.  Smith  about  it,  and  he  said  ^ '  Yes," 
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he  had.  *^And  you  have  discussed  it  with  Mr.  Smith  and  failed  to 
tell  him  about  the  privilege  which  he  can  enjoy  if  he  wants  to?" 
He  said,  '^Yss/'  that  he  was  not  Feady  to  do  that.  Whereupon  I  at 
once  notified  Mr.  Smith  myself,  havmg  waited  nearly  a  year.  Air 
that,  Mr.  McHarg  became  very  indignant  and  threatened  to  put  me 
out  of  business. 

Mr.  Douglas.  What  did  he  say,  as  near  as  you  can  state  ? 

Mr.  DuLAi^EY.  That  was  substantially  the  threat;  that  he  had  the 
power  to  do  it,  and  would  do  it.  He  became  very  indignant  at  my 
giving  the  notice,  after  he  had  waited  that  length  of  tim3. 

Mr.  Douglas.  Was  he  at  that  time  president  of  the  Virginia  & 
Southwestern  ? 

Mr.  DuLANEY.  Yes;  he  was. 

Senator  Smith  of  Michigan.  How  long  after  that  time  did  they  sell 
the  road  ? 

Mr.  Douglas.  You  mean  the  Virginia  &  Southwestern,  Senator  ? 

Mr.  DuLANEY.  That  was  probably  about  the  time  that  the  formal 
sale  took  place,  because  about  the  latter  part  of  June  it  was  that  this 
conversation  took  place.  As  I  remember  it  now,  it  was  the  26th  of 
June,  1906. 

Senator  Smith  of  Michigan.  Well,  was  it  in  your  mind  that  the 
Virginia  &  Southwestern  Railway  was  worth  less  with  this  condition 
attaching  to  it  than  it  would  be  without  it  ? 

Mr.  DuLANEY.  Do  you  mean  the  Black  Mountain  Railway,  Senator  ? 

Senator  Smith  of  Michigan.  Yes.  What  did  I  say,  the  Virginia  & 
Southwestern  ? 

Mr.  Douglas.  Yes. 

Senator  Smith  of  Michigan.  I  meant  the  Black  Mountain. 

Mr.  DuLANEY.  I  regarded  it  as  worth  more  to  the  Black  Mountaia 
field  to  have  two  roads  into  it. 

Senator  Smith  of  Michigan.  Oh,   yts. 

Mr.  DuLANEY.  And  I  had  sold  the  road  with  that  condition  in  the 
written  bill  of  sale. 

Senator  Smith  of  Michigan.  I  guess  you  did  not  quite  catch  the 
point.  I  was  wondering  whether  the  delay  in  notifying  the  Louis- 
ville &  Nashville  road  entered  at  all  into  the  negotiations  for  the  sale 
of  the  McHarg  road  later;  whether  that  accoimted  for  his  not  giving 
notice  to  the  Louisville  &  Nashville  of  their  rights  imder  the  contract. 

Mr.  DuLANEY.  The  thing  that  looked  to  me  to  be  imfair  was  this, 
that  Mr.  McHarg  notified  Mr.  Smith  that  he  had  bought  all  the  stock 
and  all  the  bonds  of  the  Black  Mountain  Railway  without  telUng  him 
the  whole  truth.  It  was  the  truth  as  far  as  it  went,  but  it  was  not 
the  whole  truth.  Now,  afterwards  I  was  informed  that  Mr.  McHarg 
was  seeking  to  buy  the  short  connection  from  Pennington,  2.7  miles, 
which  represents  two  tunnels  and  a  bridge,  a  very  expensive  road, 
and  was  leading  the  Louisville  &  Nashville  to  beheve  that  they  had  a 
dead  end.  I  can  not  confirm  that.  I  would  Uke  for  the  Louisville 
&  Nashville  to  be  called  on  to  confirm  that,  but  I  know  it  to  be  a 
fact  that  Mr.  McHarg  did  tell  the  Louisville  and  Nashville  that  he 
had  purchased  all  the  bonds  and  all  the  stock,  and  Mr.  McHarg  told 
me  himself  that  he  had  not  and  was  not  ready  to  tell  the  condition 
which  I  had  provided  for  the  Louisville  &  Nashville. 

Senator  Smith  of  Michigan.  Did  the  Louisville  &  Nashville  ever  avail 
itself  of  section  8  of  that  agreement  of  sale  to  the  McHarg  people  ? 
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Mr.  DuLANEY.  You  mean  by  formal  notice  ? 

Senator  Smith  of  Michigan.  Yes. 

Mr.  DuLANEY.  It  did,  sir;  and  they  sent  me  a  copy  of  the  formal 
notice. 

Senator  Smith  of  Michigan.  All  right.  Now,  did  they  ever  avail 
themselves  of  the  trackage  privileges  under  that  agreement  ? 

Mr.  DuLANEY.  They  did,  sir;  and  are  now. 

Senator  Smith  of  Michigan.  Is  that  effective  ? 

Mr.  DuLANEY.  It  is  now,  unless  it  has  been  changed  without  my 
knowledge. 

Senator  Smith  of  Michigan.  Then,  the  conditions  which  you  made 
with  the  Louisville  &  Nashville  ripened  into  a  reality,  and  is  now 
being  used? 

Mr.  DuLANEY.  It  is  now  being  used  to  move  tonnage  to  the  north. 

Senator  Smith  of  Michigan.  That  is  right.  I  understand  that,  but 
it  is  being  used  ? 

Mr.  DuLANEY.  Yes. 

Senator  Smith  ot  Michigan.  But  the  conditions  upon  which  it  is 
being  used  are  the  conditions  set  forth  in  the  letter  which  you  have 
attached  to  the  other  agreement,  namely,  north  and  west,  if  I  under- 
stand it,  and  not  south  and  east  ? 

Mr.  DuLANEY.  It  is  proper  for  me  to  say  that  the  agreement  which 
immediately  followed  after  notification  covered  the  facts  as  they  are 
set  forth  in  this  provision. 

Senator  Poindexter.  In  the  provision  of  the  agreement  ? 

Mr.  DuLANEY.  Yes;  but  I  call  attention  to  the  fact  that  the 
Louisville  &  Nashville  has  never  exercised  the  privilege  of  shipping 
coal  from  the  Black  Mountain  fields  southward. 

Senator  Smith  of  Michigan.  I  do  not  see  anything  in  this  section 
8 

Mr.  DuLANEY.  There  is  nothing  there 


Senator  Smith  of  Michigan  (continuing) .  About  northward  or  east- 
ward or  westward. 

Mr.  Douglas.  There  is  no  Umitation;  that  is  the  point  of  the  pro- 
vision. 

Mr.  DuLANEY.  The  point  that  I  make  is  that  Mr.  Newton  claimed 
Something  that  was  not  in  that  agreement. 

Senator  Smith  of  Michigan.  You  deny  that  that  was  ever  confirmed 
by  correspondence  or  otherwise  by  the  parties  to  this  agreement  ? 

Mr.  DuLANEY.  You  mean  by  my  company  ? 

Senator  Smith  of  Michigan.  Yes. 

Mr.  DuLANEY.  I  certainly  do. 
^  Senator  Poindexter.  Mr.  Dulaney,  did  you  have  any  conversa- 
tion with  Mr.  Newton,  the  vice  president  or  that  railroad,  or  repre- 
sentative of  Mr.  McHarg,  which  confirmed  that  threat  of  McHarg's 
to  put  your  field  out  of  business  ? 

Mr.  DuLANEY.  I  can  not  say  that  it  confirmed  it.  Some  time  after- 
wards— ^Mr.  Newton  Uved  in  Bristol,  an&  I  saw  him  frequently — Mr. 
Kewton  arranged  an  appointment  with  me,  and  stated  in  substance — 
this  was  after  the  sale  of  the  Virginia  &  Southwestern  to  the  Southern, 
the  statement  I  am  now  going  to  make.  Mr.  Newton  stated  to  me 
that  Air.  McHarg  had  failed  to  tell  the  Southern  Railway  of  this  con- 
dition to  let  the  Louisville  &  Nashville  into  the  field. 


142  TBANSPOBTATIOK   OF  GOAL. 

Mr.  Douglas.  That  is  one  thing  you  were  asked  about  a  moment 
ago,  what  eflfect  it  had  on  the  sale  of  the  Southern.  Go  ahead,  lb, 
Dulaney. 

Mr.  Dulaney.  That  it  was  giving  Mr.  McHarg  some  concern,  and 
he  requested  me  to  give  relief  in  some  way,  ana  stated  incidentally 
that  he  supposed  he — Newton — had  failed  to  give  McHarg  the  facts. 
Well,  inasmuch  as  my  negotiations  were  entirely  with  McHarg,  I 
told  Mr.  Newton  that  i  did  not  think  he  should  bear  such  a  buraen 
as  that,  because  I  had  spent  ofif  and  on  six  months  holding  the  deal 
up  with  Mr.  McHarg,  because  of  that  particular  clause,  and  that 
after  Mr.  McHarg  and  I  had  arrived  at  the  agreement,  after  he  had 
consented  to  take  it  that  way,  he  telegraphed  to  Bristol  for  Mr.  New- 
ton, and,  in  his  own  office  at  33  Wall  Street,  stated  to  Mr.  Newton, 
in  my  presence,  what  the  agreement  was,  and  reauested  us  both  to 
go  to  Bristol  and  have  the  two  companies  ratify  tnat  agreement,  so 
that  the  particular  clause  in  question  was  arrived  at  by  Mr.  McHarg 
and  myself,  and  he  could  not  have  been  ignorant  of  the  clause. 

Senator  Smith  of  Michigan.  No  questions  ever  arose,  did  they,  as 
to  the  rights  of  the  Louisville  &  Nashville  over  any  part  of  the  Black 
Mountain  road  constructed  after  this  contract  was  made  ? 

Mr.  Dulaney.  Well,  that  contract  had  no  reference  to  anything 
that  was  built  in  the  future. 
Senator  Smith  of  Michigan.  No. 
Mr.  Dulaney.  That  was  a  matter  of  negotiation. 
Senator  Smith  of  Michigan.  So  that  the  road  as  it  then  existed — 
Mr.  Dulaney.  That  is  correct,  sir. 

Senator  Smith  of  Michigan  (continuing).  Was  to  have  the  privilege 
if  they  desire  it  npon  the  terms  specified  in  subdivision  8  ? 
Mr.  Dulaney.  That  is  correct,  sir. 

Now,  it  is  proper  to  add  that  I  notified  the  Louisville  &  Nashville 
that  if  they  could  not  make  arrangements  with  the  Virginia  &  South- 
western to  use  any  new  tracks  built  that  my  company  would  furnish 
free  rights  of  way  to  any  mine  in  the  field  for  the  Louisville  &  Nash- 
ville to  build  its  own  tracks. 

Senator  Smith  of  Michigan.  I  wish  you  would  tell  us — I  do  not 
want  to  deflect  you  from  your  course — but  if  you  can  tell  us  veiy 
briefly  what  you  lost  by  reason  of  the  construction  placed  upon  this 
contract  by  Mr.  Newton,  that  it  was  only  intended  to  give  the  Louis- 
ville &  Nashville  the  right  to  transport  -coal  and  coke  to  the  point 
reached  via  your  fine  north  and  west  of  Middlesboro,  Ky.,*  I  would 
like  to  know. 

Mr.  Dulaney.  The  point  that  I  make  in  that  connection  is  this, 
that  until  that  letter  was  written,  the  position  of  the  Louisville  & 
Nashville  was  that  they  wanted  to  move  coal  from  Black  Mountain 
in  every  direction.     A  letter  will  be  shown  by  another  witness  from 
Mr.  McHarg  on  that  subject,  which  I  can  not  present.     The  position 
I  take  is  this,  sir:  That  the  influence,  the  undue  influence,  which  I 
claim  that  Mr.  McHarg,  through  his  connections,  has  made,  started 
with  that  letter;  and  that  the  Louisville  &  Nashville  even  had  surren- 
dered and  by  some  mysterious  power  refused  to  move  the  coal  frorO- 
our  field  after  they  had  spent  that  large  sum  of  money  to  get  into  th.e 
Southern's  territory. 
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iter  Smith  of  Michigan.  That  is  very  good,  so  far.     Are  you 

>n  in  answer  to  my  question  ?    If  not,  1  am  going  to  have  the 

rapher  read  the  question. 

DuiANEY.  I  will  go  on  a  little  further. 

)r  on,  after  the  rate  matters  had  been  discussed  among  the 

ds,  as  was  shown  you  the  other  day,  by  the  Louisville  &  Nash- 

gent  and  the  Southern  agent  and  the   trust  coal  men  at  a 

; — this  hearing  I  believe  was  in  Charlotte,  was  it  not,  the  Boyd 

any  ? 

Lyon.  Mr.  Boyd  testified  at  Charlotte,  N.  C. 

DuLANEY.  In    a    hearing    before    the    Interstate    Commerce 

ission. 

RiXEY.  When  was  that  hearing? 

Lyon.  In  June. 

DuLANEY.  Last  June. 

Lyon.  A  case  before  the  Interstate  Commerce  Commission. 

RiXEY.  What  case? 

Lyon.  A  June  hearing,  an  investigation  of  the  bituminous 

believe:  I  do  not  know  what  the  title  of  it  is. 

Thom.  is  that  matter  before  the  Interstate  Commerce  Com- 

1  now? 

Lyon.  Yes. 

RiXEY.  Involving  the  rates  on  bituminous  coal  to  all  Southern 

Lyon.  I  think  so;  the  case  is  a  consolidation  of  several  other 

DuLANEY.  I  am  just  going  to  read  a  few  Hnes. 

ttor  Smith  of  Michigan.  What  are  you  reading  from  now,  Mr. 

3y? 

DuLANEY.  I  am  reading  from  Mr.  Boyd's  testimony.     He  is 
iffic  man  of  the  Louisville  &  Nashville, 
itor  Smith  of  Michigan.  Bearing  upon  this  special  line? 
DuLANEY.  I  think  it  does,  sir.     He  was  asked  this  question: 

is  your  view  as  to  what  should  be  the  rate  from  Black  Mountain  to  Atlanta 
rails?  • 

)RBiN.  Well,  I  had  not  considered  that.    "We  prefer  not  to  haul  it  at  all. 

,tor  Smith  of  Michigan.  Is  this  the  Southern  Railroad  ? 

DuLANEY.  The  Louisville  &  Nashville. 

Douglas.  The  Louisville  &  Nashville  ? 

DuLANEY.  That  was  the  question  I  understood  you  to  ask. 

,tor  Smith  of  Michigan.  I  ask  the  stenographer  to  just  read 

Liestion. 

)  stenographer  read  as  follows:) 

.  you  would  tell  us — I  do  not  want  to  deflect  you  from  your  course— but  if  you 
us  very  briefly  what  you  lost  by  reason  of  the  construction  placed  upon  this 
.  by  Mr.  Newton,  that  it  was  only  intended  to  give  the  Louisville  &  Nashville 
t  to  transport  coal  and  coke  to  the  points  reached  via  your  line,  north  and 
Middleboro,  Ky.,  I  would  like  to  know. 

ator  SMrrH  of  Michigan.  Tell  me  that  if  you  can. 

DuLANEY.  As  I  see  it,  we  had  lost  the  use  of  the  Louisville  & 

riUe  to  reach  the  South,  sir. 

Ator  Smfth  of  Michigan.  And  so  that  day  when  you  made  this 

act  with  Mr.  McHarg  to  give  those  Southern  facilities 

.  DuLANEY.  I  think  I  have  stated  that. 
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Senator  Smith  of  Michigan.  Just  tell  me  that.  That  is  a  simple 
question.  Is  that  the  very  right  you  were  seeking  to  protect,  when 
you  sold  your  roa^jd,  with  tnis  conuition  in  favor  of  the  Louisville  & 
Nashville? 

Mr.  DuLANEY.  Yes;  it  was  to  have  two  lines  south  instead  of  one. 

Senator  Smith  of  Michigan.  Now,  as  a  result  of  the  construction 
thev  placed  upon  it,  you  are  still  in  the  same  situation  you  were  before, 
with  reference  to  the  Southern  shipments.     Am  I  right  about  that? 

Mr.  DuLANEY.  I  do  not  think  you  are,  sir. 

Senator  Smith  of  Michigan.  How  am  I  wrong  ? 

Mr.  DuLANEY.  Tho  Louisville  &  Nashville  took  the  position  at  that 
time  that  they  would  take  care  of  any  mine  on  their  line  that  had 
another  outlet,  and  at  that  time  the  Louisville  &  Nashville  was  the 
only  outlet  we  had.  That  is  the  point  I  am  making.  At  that  time 
we  naturally  thought  that  two  railroads  were  better  than  one. 

Senator  Smith  of  Michigan.  Then  the  effect  of  this  was  to  deprive 
you  of  the  Southern  line  for  that  business  ? 

Mr.  DuLANEY.  You  mean  the  Louisville  &  Nashville  ? 

Senator  Smith  of  Michigan.  Yes. 

Mr.  DuLANEY.  The  effect  was  to  deprive  us,  as  I  see  it,  of  the 
Louisville  &  Nashville. 

Senator  Smith  of  Michigan.  In  the  South  ? 

Mr.  DuLANEY.  A  little  following  that  the  Southern  raised  its  rates 
20  cents  at  Knoxville,  which  made  it  impossible  for  us  to  ship  there 
by  short  line. 

Senato-  Smith  of  Michigan.  That  is  all  right.  Let  me  see  whether 
you  got  any  compensato  v  advantage  by  reason  of  this  contract  to 
thp  north  and  east,  whocher  the  Newton  construction  placed  upon 
this  agreement  gave  you  any  advantage  north  and  east  tnat  you  did 
not  have  before. 

Mr.  DuLANEY.  Any  advantage  ? 

Senator  Smith  of  Michigan.  Yes. 

Mr.  DuLANEY.  It  cert^ainly  did  not,  if  I  understand  your  question. 

Senator  Smith  of  Michigan.  So  that  as  a  result  of  your  sale  of  your 
Black  Mountain  Rail-oad  to  McHarg,  and  as  a  result  of  the  condition 
which  you  attached  to  that  sale,  you  have  been  injured  rather  than 
helped  ? 

Mr.  DuLANEY.  The  way  I  see  it,  and  I  have  given  the  facts  to 
support  it. 

Senator  Smith  of  Michigan.  All  right.  I  have  got  that  in  my 
mind,  and  I  will  let  you  go  right  along  now. 

The  Chairman.  Did  the  Louisville  &  Nashville  acquiesce  in  the  | 
construction  Newton  placed  on  their  rights  ? 

Mr.  DuLANEY.  I  gave  you  the  letter  of  Mr.  Smith.  I  have  stated 
that  after  this  letter  was  written  the  Louisville  &  Nashville  seemed 
to  agree  with  Mr.  Newton's  position,  notwithstanding  the  fact  tba* 
the  actual  agreement  does  not  show  it. 

The  Chairman.  Did  they  ever  make  any  contract  or  any  claim  thft* 
they  would  have  the  right  to  ship  in  all  directions  ? 

Mr.  DuLANEY.  They  did,  sir;  and  the  letter  which  I  filed  from  Mt- 
Smith  shows  it. 

The  Chairman.  After  the  Newton  letter,  aside  from  the  corr^; 
spondence,  did  they  ever  undertake  to  enforce  the  right  under  secti^^ 
8  of  your  agreement? 
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Mr.  DuLANET.  Not  that  I  know  of,  sir. 

The  Chairman.  Then,  subsequently,  or  practically  ever  since  that 
etter  has  been  written,  have  they 

Mr.  DuLAKEY.  Refused  to  ship  south  ? 

The  Chaibman  (continuing) .  Acquiesced  in  his  construction  ? 

Mr.  DuLANET.  They  have,  sir. 

Senator  Poindexter.  How  close  does  the  Norfolk  &  Western  come 
to  your  coal  fields  ? 

Mr.  DuLANET.  About  30  miles,  and  two  lines  reach  from  the  end  of 
the  Norfolk  &  Western  to  our  field. 

Senator  Poindexter.  What  two  lines  ? 

Mr.  DuLANEY.  The  Louisville  &  Nashville  and  the  Virginia  & 
Southwestern. 

Senator  Poindexter.  Why  do  you  not  ship  your  coal  over  the 
Norfolk  &  Western  to  Norfolk  ? 

Mr.  DuLANEY.  Why,  the  tollgate  at  Norton,  30  miles  away,  costs 
lis  34  cents  to  get  through. 

Mr.  Lyon.  You  mean  it  is  34  cents  higher  from  your  coal  fields 
than  from  Norton  ? 

Mr.  DuLANEY.   I  do. 

The  Chairman.  I  suppose  it  is  in  a  number  of  places.  So,  then, 
the  only  road  you  can  use  is  the  Southern  Railroad  ? 

Mr.  DtJLANEY.  Yes.  There  is  some  little  business  can  go  over  the 
10-cent  differential  wh^n  there  is  a  big  demand  for  coal. 

The  Chairman.  I  will  put  it  this  way:  The  only  road  you  can  use 
on  equal  terms  with  other  lines  is  the  Southern  Railroad  ? 

Mr.  Dulaney.  I  hold,  sir,  that  we  do  not  use  the  Southern  on  equal 
terms  with  the  Wentz  proposition,  for  instance;  that  will  be  shown 
by  another  witness  who  will  deal  with  the  Wentz  matter. 

The  Chairman.  All  right,  Mr.  Douglas;  we  turn  the  witness  over 
again  to  you. 

Mr.  Douglas.  We  did  not  finish  the  conversation  you  had  with 
Mr.  Newton.  You  know  when  you  got  down  to  the  point  that  you 
told  Mr.  Newton  that  you  were  not  m  a  position  to  say  that  he  had 
ndsrepresented  this  thing  to  McHarg,  when  you  had  your  deal 
entirely  with  Mr.  McHarg,  what  did  he  say  to  you,  if  anything,  on 
the  subject  that  it  would  pay  you  to  yield  to  McHarg's  wishes  in  the 
matter  ? 

Mr.  Dulaney.  He  very  adroitly  suggested  that  Mr.  McHarg  was 
a  man  of  much  influence,  and  that  he  thought  I  had  better  put  my- 
self in  his  hands;  that  he  generally  got  what  he  wanted,  any  way. 

Mr.  Thom.  Read  the  last  answer  of  the  witness. 

(The  stenographer  read  as  follows:) 

Mr.  Dulaney.  He  very  adroitly  suggested  that  Mr.  McHarg  was  a  man  of  much 
influence,  and  that  he  thought  I  nad  Better  put  myself  in  his  hands;  that  he  gener- 
ally got  what  he  wanted,  any  way. 

Mr.  Douglass.  T  beUeve  you  testified  you  sought  rehef  through 
the  Interstate  Commerce  Commission ;  is  that  rieht  ? 

Mr.  Dulaney.  I  certainly  did,  and  so  testified. 

Mr.  Douglas.  Have  you  anything  further  to  say  on  that  ? 

Mr.  Dulaney.  And  1  spoke  of  the  combined  forces  of  the  rail- 
roads, and  the  practice  before  the  Interstate  Commerce  Commission. 
^  referred  to  tne  interchangeable  practice  of  lending  witnesses  to 
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one  another,  as  touched  upon  hereto*fore;  to  the  manner  in  which 
cases  are  conducted  before  the  Interstate  Commerce  Commisnon, 
and  to  the  deadly  delays,  except  once  in  awhile. 

The  Andys  Ridge  case,  for  instance,  was  put  through  very  rapidly, 
as  the  record  will  show.  The  results  depend  very  largely  upon  testi- 
mony, even  when  the  Interstate  Commerce  Commission  is  already 
in  possession  of  the  facts.  In  the  matter  of  getting  witnesses  to 
testify,  the  traffic  men  of  the  different  railroads  are  used  interchange- 
ably m  one  another's  behalf,  forming  a  kind  of  *^ interlocking"  bureau 
of  expert  witnesses  for  mutual  benefit  or  protection,  and,  in  addition, 
the  lawyers  of  the  railroads  are  paid  by  the  year,  so  that  it  costs  the 
railroads  little  more,  if  anything,  to  fight  a  case  than  not  to  fight  it. 
On  the  other  hand,  it  is  not  only  very  expensive  to  the  complainant, 
but  often  out  of  the  question  to  get  witnesses,  especially  witnesses 
who  can  hold  their  own  in  combat  with  the  railroads'  experts,  many 
of  whom  are  in  daily  exercise  before  the  commission  [laughter],  as 
the  records  will  show. 

Another  source  of  witness  supply  in  coal  cases  is  from  these  trust 
mines.  They  tender  their  services.  Some  letters  will  be  shown 
later  by  another  witness. 

Besides,  the  commission  is  evidently  overworked  and  occupied  nmch 
of  the  time  with  big  cases  in  which  the  country  at  large  is  interested, 
and  with  post-mortem  cases.  Therefore,  I  feel  that  it  has  done  its 
best  under  the  circumstances,  though  the  results  obtained  for  our  coal 
field  thus  far  are  of  no  practical  value  and  have  given  us  no  relief. 

Senator  vSmith  of  Michigan.  Let  me  take  that  up  for  a  moment. 
I  would  Uke  to  get  a  few  things  clear  in  my  mind  as  I  go  along.  They 
hfive  given  you  no  relief.  What  kind  of  relief  can  they  give  you 
under  the  law  ? 

Mr.  DuLANEY.  That  questoin  was  asked  me,  and  I  stated  I  could 
not  interpret  the  powers  of  the  commission.  It  may  be  they  have 
not  the  power  to  give  relief  exo/ept  in  that  way. 

Senator  Smith  of  Michigan.  Tliat  is  a  fair  reply;  but  the  thing  vou 
need  more  than  anything  else  is  to  have  people  who  want  coal  to 
buy  your  coal.  I  presume  you  could  sell  it  if  it  were  on  the  market. 
But  m  order  to  put  it  upon  the  mp-rket  you  have  to  have  as  good  a 
rate  as  anybody  else  gets  for  an  equal  haul;  and  then  you  have  to 
have  facilities  to  handle  it  at  various  points  of  distribution. 

Do  you  now  complain  that  you  have  not  the  same  rate  as  your 
competitors  ? 

Mr.  DuLANEY.  I  do,  sir. 

Senator  Smith  of  Michigan.  And  that  the  carriers  refuse  to  cooper- 
ate with  you  in  furnishing  proper  facilities  at  distributing  points  ? 

Mr.  DuLANEY.  At  Charleston. 

Senator  vSmith  of  Michigan.  >  harleston  in  particular-.  That  I  do 
not  suppose  the  commission  could  remedy? 

Mr.  Dui.ANEY.  Probably  not. 

Senator  Smith  of  Michigan.  That  is,  I  do  not  know  of  any  way 
in  which  thev  could;  perhaps  they  could.  So  that  all  the  commission 
can  do  is  to  see  to  it  that  your  rates  are  as  fair  as  another  man^s 
rates  in  that  territory  ? 

M^.  DuLANEY.  Ma\  I  answer  that,  sir  ? 

?enato»^  Smith  of  Michigan.    Yes. 
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[)ULANEY.  I  stated  that  oui  rates  were  not  as  low  as  our  corn- 
s'. Let  us  take  the  northwest-^the  Louisville  &  Nashville, 
he  time  we  entered  the  road,  4  m'des  from  the  field,  we  paid 
limum  against  competition  on  that  line  as  we  passed  through 
e  northwest,  of  10  cents.  They  are  just  north  oi  the  mountam. 
Lng  our  property  is  another  branch  of  the  road, 
tor  Smith  of  Michigan.  What  is  that  10  cents?  Is  that  an 
ry? 

)iiLANEY.  It  is  an  arbitrary  set  up  by  this  expert  testimony 
been  telling  you  about, 
tor  Smith  of  Michigan.    Yes;  but  I  have  not  heard  it  defined 

• 

OuLANEY.  We  call  ^t  a  differential. 
liYON.  It  is  10  cents  higher  than  what  ? 

)uLANEY.  Ten  cents  higlier  than  any  mines  west  of  us,  and  we 
)  compete  with  all  of  them.  Suppose  we  are  attempting  to 
l1  in  Cmcinnati.  That  means  that  if  the  other  mines  west  of 
gton  would  sell  at  $1  at  the  mine  and  freight,  we  must  sell  at 
3  and  freight,  in  order  to  bo  on  an  exact  equality  so  far  as  the 
ser  is  concerned.  Is  that  clear  ? 
tor  Smith  of  Michigan:  Yes;  I  can  see  that  point. 
)uLANEY.  Now,  if  we  attempt  to  go  south  from  Knoxville  our 
ompetitor  is.  the  Knoxville  field.  The  coal  from  Coal  Creek 
3ut  through  Knoxville  to  Atlanta.  When  we  attempt  to  pass 
1  Knoxville  to  Atlanta  we  pay  35  cents  more  freight  rate  than 
•eek.  It  is  impossible  to  overcome,  so  it  is  prohibitive  so  far 
ire  concerned. 

,  we  come  up  to  Morristown  and  try  to  reach  the  Southeast, 
re  we  have  a  remarkable  tollgate.  For  the  coal  coming  either 
)al  Creek  or  the  Black  Mountain  field  at  Morristown  you  would 
ly  think  that,  all  the  conditions  being  exactly  the  same  from 
own  on  to  destinations  southeast,  there  would  simply  be  one 
tial,  but  that  diffe  ential  ranges  from  10  cents  to  25  cents. 

il  coming  in  and  centering  at  that  gateway,  Morristown 

tor  PoiNDEXTER.  What  occasions  that  differcnco? 
)uLANEY.  Kxpert  testimony  is  all  the  answer  I  can  give  you. 
tor  PoiNDEXTER.  What  is  the  expert  testimony  ?    What  claim 
make  ? 
)ULANEY.  Senator,  I  wish  I  could  tell  you.     I  would  like  to 

3me  of  that  expert  testimony 

tor  Smith  of  Michigan.  I  think  it  must  have  entered  another 

ation  field. 

DuLANEY.  The  point  I  make  is  that  when  it  reaches  Morris - 

nd  from  there  on  to  the  southeast,  every  condition  is  the  same ; 

5  same  road,  the  same  everything.     If  there  is  a  differential  it 

be  the  same  differential.     If  it  is  10  cents  from  that  point  it 

be  10  cents,  but  I  say  it  varies. 

)ouQLAS.  Please  explain  what  you  mean  by  that,  Mr.  Dulaney. 

Dux,ANEY.  Going  through  Morristown  to  certain  points  m 

I!arolina  our  differential  over  theirs  would  be  10  cents.     To 

•  point  in  South  Carolina  it  may  be  20  cents. 

tor  PoiNDEXTER.  Ovcr  whose  ? 

)UL,ANEY.  Over  Coal  Creek,  sir.     I  am  comparing  Black  Moun- 

th  Coal  Creek  at  the  moment. 
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Now,  to  get  out  to  the  southeast,  Morris  town  is  the  gateway. 

Mr.  Douglas.  That  is  the  gateway  for  both  ? 

Mr.  DuLANEY.  It  is  the  gateway  for  the  coal  from  both  mines  to 
the  southeast;  to  Charleston,  for  example,  to  Savannah,  to  Charlotte, 
to  Augusta,  and  all  those  places. 

Now,  there  is  a  minimum  differential  of  10  cents.  That  means  that 
when  Coal  Creek  sells  coal  at  the  mine  at  $1,  plus  the  freight,  our  field 
must  sell  it  at  90  cents,  plus  the  freight,  in  order  to  be  equal  at  the 
point  of  destination.  At  some  of  those  places,  when  the  differential 
IS  25  cents,  it  means  that  the  Black  Mountain  field  must  sell  at  75 
cents  if  Coal  Creek  sells  at  $1.  In  other  words,  there  is  an  impossible 
barrier  put  in  the  way. 

Now,  wh?n  we  turn  to  gq  to  the  east  over  the  Norfolk  &  Western, 
only  30  miles  away,  we  are  told  that  the  Norfolk  &  Western  does  not 
want  our  business,  and  therefore  we  must  pay  the  local  rate  up  there. 
The  Norfolk  &  West?m,  in  other  words,  refuses  to  divide  their  rate 
from  Norton  to  points  east  with  the  local  roads  that  reach  our  mine 
30  miles  away. 

Take  the  rate  to  Winston-Salem.  The  rate  from  Norton — all  Nor- 
folk &  Western — to  Winston-Sale m,  as  I  have  shown  you,  is  $2.10, 
The  only  way  we  can  get  to  Winston-Salem  that  way  is  to  pay  $2.10, 
plus  34  cents. 

Now,  the  remarkable  thing  I  want  to  call  your  attention  to  is  this: 
Go  out  on  the  Louisville  &  Nashville  in  groups  1,  2,  and  3,  I  think — 
groups  150  miles  away.  The  Louisville  &  Nashville  gives  a  rate  right 
through  the  Black  Moimtain  field  and  through  Norton,  and  the  Nor- 
folk &  Western  divides  that  rate  with  them,  and  they  reach  Winston- 
Salem  on  a  lower  price  than  they  give  Black  Mountain. 

Senator  PoiNDEXTER.  How  much  lower  ? 

Mr:  DuLANEY.  Our  rate  would  be,  over  that  route,  $2.10'  plus 
34  cents;  that  would  be  $2.44.  The  rate  from  some  point- more 
than  100  miles  west  of  Black  Mountain  to  Winston-Salem  through 
that  gateway  is  either  10  or  15  cents  higher  than  the  Norton  rate  to 
that  point. 

Mr.  Douglas.  What  is  the  Norton  rate  to  that  point? 

Mr.  DuLANEY.  The  Norton  rate  is  $2.10. 

Senator  Poindexter.  It  is  $2.37  against  $2.44? 

Mr.  DuLANEY.  It  is  a  shorter  haul  from  our  field  on  the  same  line, 
but  receives  no  division. 

Senator  Poindexter.  Is  there  any  other  group  discriminated 
against  in  the  same  m  anner  as  the  group  you  are  interested  in  ? 

Mr.  DuLANEY.  I  do  not  know  of  any  other  group,  sir,  that  is  dis- 
criminated against  in  such  a  manner. 

And  I  want  to  repeat  that  our  competitors  in  our  own  group,  as 
we  will  show  you  later  from  contracts  by  another  witness  — those 
mines  are  taken  care  of  and  have  grown — one  of  them  115  per  cent 
in  the  last  five  years  and  the  other  97  per  cent. 

Senator  Poindexter.  Do  they  have  a  better  rate  through  the 
Norton  gateway  over  the  Norfolk  &  Western? 

Mr.  DuLANEY.  They  do. 

Senator  Poindexter.  How  far  is  it  from  their  mines  to  Norton? 

Mr.  Dut.aney.  Well,  the  Wentz  properties  have  a  little  short  road 
of  10  miles — the  farthest  point  may  be  16  miles — reaching  Norton. 
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Senator  Poindexter.  They  are  in  Norton  ? 

Mr.  DuLANEY.  They  reach  Norton  by  their  own  Une.  I  under- 
tand  the  Norfolk  &  WesW.i  allows  them  25  cents;  that  is,  the  rate 
3  $1.40,  say,  to  tidewater,  plus  25  cents.  This  little  road  gets  the  25 
jents,  and  the  actual  service  can  be  performed  for  much  less  than  that, 
ko  they  get  a  payment  for  service  that  is  really  not  performed. 

Mr.  Douglas.  In  the  nature  of  a  rebate,  iadirectly. 

Mr.  Chairman,  that  completes  our  direct  examination  of  Mr. 
Dutaney. 

Mr.  Thom.  Do  I  imderstad,  Mr.  Dulaney,  that  the  rate  from 
Stonega  through  Norton  to  tidewater  is  a  total  of  $1.65  ?     Is  that  it  ? 

The  Chairman.  It  would  be  $1.70. 

Mr.  Thom.  $1.40  plus  25  cents. 

The -Chairman.  Yes. 

Mr.  Dulaney.  And  my  understanding  is,  sir,  that  the  Stonega 
rate — a  little  railroad  called  the  Interstate,  that  is  owned  by  the 
same  people — I  do  not  know  how  long  it  is — this  Uttle  road  reaches 
Norton,  and  the  rate  it  charges  from  the  local  mines  to  Norton  for  that 
short  haul  is  25  cents. 

Mr.  Thom.  Then  that  coal  pays  $1.40  from  Norton  to  tidewater? 

Mr.  Dulaney.  That  is  the  way  I  understand  it,  sir. 

Mr.  RiXEY.  Is  not  that  the  L.  &  N.  road? 

Mr.  Dulaney.  I  really  do  not  know  that,  sir. 

Mr.  Douglas.  Are  you  gentlemen  going  into  cross-examination  ? 

Mr.  TftOM.  No,  sir;  this  is  just  for  information. 

Mr.  DuiiANEY.  Mr.  Chairman,  1  am  going  to  ask,  if  you  will  permit 
it — the  time  is  very  short  anyway — tnat  we  adjourn  and  begin  the 
cross  examination  in  the   morning. 

The  Chairman.  You  are  through  with  the  direct  examination,  Mr. 

Douglas  ? 

Mr.  Douglas.  Yes,  sir;  we  are  through. 

The  Chauii^an.  I  think  we  can  do  that. 

Mr.  Thom.  I  understood  from  Mr.  Dou^as  a  moment  ago,  Mr. 
Chuijrmaa,  that  you  had  taken  up  with  the.  Interstate  Commerce 
Coimaiseion  the  obtaining  from  it  of  this  alleged  agreement  between 
the  Assojciated  Railways  of  Virginia  and  Carolina.  Am  I  right  in 
thaA.? 

TiaiB  Chairman.  I  understood  from  Senator  Tillman  that  he  would 
mafea  such  a  request. 

Mr.  Dulaney.  I  would  like  to  ask  the  chairman  of  this  committee 
to  ask  the  Interstate  Commerce  Commission  to  send  with  that  the 
correspondence  between  the  traffic  department  of  the  Southern 
^mw&y  Co.  and  the  Interstate  Commerce  Commission  running 
froffl  Febnuwpy  15,  1907,  to  April  3,  1907,  protesting  against  that 
f^^ftreucoj  and  stating  that  there  was  no  such  contract.    I  would  like 

^k  the  chairman  of  this  committee  to  ask  for  those  letters,  which 

A^o  CiiAiBMAN.  Very  well.    Have  you  a  memorandum  there? 
,^^'  Tbou,  I  have  copies  of  the  letters  here,  but  I  want  them  to 
jVf  ^rx>xxx  that  source.     These  are  taken  from  our  files, 
^i  •  I^OTJOhAa.  I  see  no  objection  to  accepting  his  copies,  subject  to 
jr^  ox-    v^erification. 
^  ^  C:Hru!%^iRMAN.  That  is  what  I  was  going  to  suggest,  Mr.  Thom,  that 

*^8^1ifc  use  your  copies,  and  if  they  are  questioned  they  can  sub- 
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stitute  the  originals.     If  any  question  arises  as  to  those  being  genuine 
copies  we  can  do  it  then. 

Mr.  Thom.  Either  course  you  prefer.  What  I  wanted  to  do  was  to 
have  the  benefit  of  the  fact  that  those  letters  were  on  file  there  as  a 
part  of  that  record.    To  show  what  I  mean  by  that 

The  Chairman.  If  you  prefer  to  have  it  done  that  way  we  will  do  it. 

Mr.  Thom.  Just  a  moment;  Mr.  Chairman.  Two  letters  were 
written  by  our  traffic  department,  and  both  were  answered  by  Com- 
missioner Clements,  and  he  stated  in  his  answer,  "Your  letter  wiD 
be  filed  in  connection  with  the  other  documents  on  this  subject." 

Mr.  Douglas.  Could  you  furnish  us  with  a  copy  of  that  corres- 
pondence overnight,  so  we  could  look  it  over  ? 

Mr.  Thom.  I  nave  none  but  this.  I  would  like  to  get  that  from 
the  commission's  files. 

The  Chairman.  Very  well. 

(Thereupon,  at  4.50  o'clock  p.  m.,  the  subcommittee  adjourned  to 
meet  to-morrow,  Thursday,  July  23,  1914,  at  10  o'clock  a.  m.) 


THITB8DAY,  JUI^Y  23,  1914. 

Subgommittbe  on  Naval  AffaibS; 

U^rrED  States  Senate, 

Washington,  x?.  C, 

The  committee  met  at  10  o'clock  a.  m.,  pursuant  to  adjournment. 
Present:  Senators  Nathan  P.  Bryan  (chairman),  WilQam  Alden 
Smith,  and  Miles  Poindexter. 

TESTIMONT  OF  MB.  BEITJAMIN  I.  DXJLAlfET— Besumed. 

Mr.  Douglas.  Mr.  Thom,  you  may  proceed  with  Mr.  Dulaney's 
cross-examination. 

Mr.  Lyon.  Mr.  Chairman,  if  I  may  be  permitted,  I  would  like  to 
make  a  correction  in  a  statement  made  by  me  on  yesterday.  I 
stated,  in  asking  Mr.  Dulaney  a  question,  that  a  $1.40  tidewater  rate 
from  the  southwest  Vii^inia  fields,  with  the  Virginia  &  Southwestern 
Railway  to  Charleston,  was  made  via  the  Virginia  &  Southwestern 
to  Speers  Ferry  and  the  C,  C.  &  O.  to  Spartanburg  and  the  Southern 
Railway  to  Charlestom.  I  was  mistaken  in  that  statement.  The  rate 
is  made  via  the  Virginia  &  Southwestern  and  the  Southern  Railway 
alone.  There  is  also  a  rate  via  the  C,  C.  &  O.  and  Southern  from  the 
mines,  but  the  Southern  does  not  participate  in  that  rate. 

The  Chairman.  You  may  proceed,  Mr.  Thom. 

Mr.  Thom.  Mr.  Dulaney,  nave  you  found  your  authority  for  the 
statement  made  in  vour  testimony  in  chief  that  Mr.  Berwind  had 
only  recently  retired  from  the  board  of  directors  of  the  Virginia  & 
Southwestern  Railway  ? 

Mr.  Dulaney.  No.  After  I  had  prepared  my  statement  some  one, 
I  do  not  recall  who,  stated  he  did  not  think  Mr.  Berwind  was  now  on 
the  board,  but  I  called  particular  attention  to  that  because  the  record 
which  I  used,  of  1912,  showed  that  Mr.  Berwind  is  one  of  the  directors, 
and  I  gave  that  as  an  exhibit  for  what  it  is  worth. 

Mr.  Thom.  That  is  the  record  I  wanted  you  to  produce.     I  wanted 
your  authority  for  that  statement. 

Mr.  Dulaney.  May  I  see  Exhibit  No.  1  ? 
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Mr.  Thom.  I  am  not  talking  about  what  you  have,  but  I  want  your 
authority  for  that  statement. 

Mr.  DuLANEY.  Exhibit  No.  1  as  to  Mr.  Berwind  was  taken  from 
iihe  directory  of  directors  of  New  York,  which  is  supposed  to  produce 
the  names  of  important  men  and  the  company  in  which  they  are  con- 
aected  as  directors. 

Mr.  Thom.  Then,  as  I  understand  you  to  say,  your  authority  for 
the  statement  was  a  publication  entitled  ''Directory  of  Directors  for 
the  year  1912"? 

Mr.  DuLANEY.  That  is  correct,  sir. 

Mr.  Thom.  Have  you  since  learned  that  Mr.  Berwind  has  not  been 
on  the  board  of  directors  of  the  Virginia  &  Southwestern  Railway 
since  1907  ? 

Mr.  DuLANEY.  You  told  me  yesterday,  sir,  and  I  accept  that  as 
satisfactory. 

Mr.  Thom.  You  have  stated,  Mr.  Dulaney,  Hiat  $15,000,000  would 
be  a  conservative  estimate  of  the  outlay  made  by  the  Southern  Kail- 
way  in  the  purchase  of  railroad  properties,  which,  as  I  understand 
you  to  say,  was  done  only  for  the  purpose  of  restraining  trade  and 
preventing  the  shipment  oi  coal  ? 

Mr.  Dulaney.  I  think  fairly  you  should  split  your  question. 
However,  I  will  answer.  My  statement  was  substantiaUv  this:' 
That  the  Southern  Railway  Co.  had  made  investments,  or  become 
responsiblB  for  investments,  to  the  extent  of  $15,000,000,  according 
to  my  best  estimate  in  the  following  roads:  The  Virginia  &  South- 
western Railway,  the  KnoxviUe  &  Ohio  Railroad,  which  is  now  a 
part  of  the  Southern  Railway,  and  the  Knoxville,  Cumberland  Gap 
and  Louisville  Railroad.  I  also  stated,  as  a  matter  of  opinion,  that 
the  Virginia  &  Southwestern  Railway  was  not  needed  in  so  tar  as 
the  development  of  the  coal  field  was  concerned  in  Virginia.  Does 
that  answer  your  question  ? 

Mr.  Thom.  Did  vou  not  further  state  that  the  Southern  Railway 
Co.  could  not  justify  the  acquisition  of  some  of  those  roads  except  on 
the  theory  that  they  would  develop  and  carry  coal,  otherwise  it  has 
no  use  for  them  except  to  restrain  trade  and  prevent  the  shipment  of 
coal. 

Mr.  Dulaney.  I  made  substantially  that  statement,  sir. 

Mr.  Thom.  And  you  further  charged  that  the  use  actually  made  of 
t^hem  was  to  restram  trade  and  prevent  the  shipment  of  coal  ? 

Mr.  Dulaney.  Qualified  as  I  put  it,  yes. 

Mr.  Douglas.  It  seems  to  me  that  is  a  statement  of  counsel.  I 
sv^ant  to  ask  what  the  question  is.  That  is  simply  a  statement  of  the 
testimony  by  counsel. 

Mr.  Dulaney.  My  answer  is,  yes,  based  upon  the  statement  which 
1  made  in  connection  with  that  subject  in  my  testimony  in  chief. 

Mr.  Thom.  Do  I  understand  you  as  charging  also  that  the  pur- 
chase of  these  properties  was  a  part  of  this  conspiracy  to  which  you 
have  alluded,  to  prevent  the  coal  not  owned  by  the  Coal  Trust  from 
cominginto  competition  with  the  coal  owned  by  the  Coal  Trust ? 

Mr.  Dulaney.  I  would  like  to  have  that  question  read.     Your 
I  questions  are  too  long. 

fThe  question  last  recorded  was  read  by  the  stenographer. ) 
Mr.  Dulaney.  My  former  statement  was  very  clear  on  that  point. 
J  stated,  with  emphasis,  that  I  believed  that  uie  acc!foJV9A^\OT^  ^^  ^^ 
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Virginia  &  Southwestern  Railway  was  particularly  for  that  piu*pose, 
and,  in  addition  to  that,  that  the  exciting  cause  was  probably  because 
one  of  the  members,  Mr.  McHarg,  controlled  the  Virginia  &  South- 
western Railway  at  the  time. 

Mr.  Thom.  Of  that  $15,000,000  to  which  you  have  alluded,  how 
much  of  it  was  devoted  to  this  particular  purpose  in  connection  with 
the  Virginia  &  Southwestern,  to  prevent  the  coal  from  coming  into 
competition  with  coal  owned  by  tne  trust  ? 

Mr.  DuLANEY.  The  records  snow  that  the  Virginia  &  Southwestern 
is  now  bonded  in  the  sum  of  $8,000,000.  The  records  also  show  that 
the  Southern  Railway  Co.  paid  $4,000,000  for  the  stock  of  the  Virginia 
&  Southwestern  Railway,  making  a  total  investment  on  account  of 
that,  of  $12,000,000. 

Mr.  Thom.  I  do  not  suppose  the  improvements  j)ut  on  by  the 
Southern  Railway  since  ought  to  be  counted  in  the  original  purchase! 
What  I  am  getting  at  is  how  much 

Mr.  DuLANEY.  The  question  you  asked  me  was  what  was  the  invest- 
ment on  that  account  ? 

Mr.  Thom.  Then  you  claim  the  whole  $12,000,000  put  in  that  road 
was  for  that  purpose  ? 

Mr.  DuLANEY.  I  claim  that  the  Virginia  &  Southwestern  Railway, 
which  now  stands  at  a  total  of  $12,000,000,  in  my  opinion  was  wholly 
unnecessary  for  the  development  of  the  coal  of  Virginia  so  far  as  the 
Southern  Railway  is  concerned. 

Mr.  Thom.  Then  you  claim  not  only  that  the  original  purchase  of 
this  property,  but  the  very  large  improvements  that  have  since  been 
made,  have  been  made  for  the  purpose  of  restraining  trade  and  pre- 
venting the  movement  of  coal  m  competition  with  the  trust-owned 
coal? 

Senator  Smith  of  Michigan.  When  you  say  '^trust-owned  coal,"  do 
you  mean  the  Black  Mountain  coal  ? 

Mr.  Thom.  No.     I  mean  the  trust-owned  coal  generally. 

Mr.  DuLANEY.  As  a  general  proposition;  yes,  su*. 

Mr.  Thom.  What  was  the  oDJect  of  the  Southern  Railway  Co.  in 
spending  several  miUions  of  dollars  on  that  road  to  improve  it;  in 
order  to  prevent  the  movement  of  coal  over  it  ? 

Mr.  DuLANEY.  That  is  what  we  are  trying  to  find  out. 

Mr.  Thom.  You,  however,  stand  on  your  charge  that  that  was  the 
reason  they  spent  this  very  large  improvement  iimd  on  it  in  pursu- 
ance of  the  conspiracy  to  which  you  have  alluded,  to  prevent  coal 
from  that  field  coming  into  competition  with  the  trust-owned  coal  ? 

Mr.  DuLANEY.  I  think  it  will  probably  be  shown  before  we  get 
through  with  this  case,  sir,  that  Mr.  Morgan  or  Morgan  &  Co.,  and  Mr. 
McHarg  and  his  associates  own  these  bonds,  which  are  secured  in  that 
way,  and  my  proposition  is  this:  That  the  Southern  Railway  Co.  is 
being  used  to  maintain  and  support  that  road  in  order  to  make  those 
securities  valuable. 

Mr.  Thom.  You  know  what  the  Southern  Railway  Co.  did,  in  one 
aspect  of  its  improvement,  was  to  make  a  cut-off,  reducing  the  dis- 
tance 60  miles  and  making  a  much  better  and  more  easily  operated 
road.     Was  that  cut-off  built  and  those  great  improvements  mad© 
still  in  pursuance  of  this  conspiracy  to  prevent  the  movement  of  coa-^ 
out  of  that  section  ? 
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Mr.  DuLANEY.  I  can  not  interpret  the  conduct  since  the  time  that 
I  referred  to  particularly. 

Mr.  Thom.  You  undertook,  a  moment  ago,  to  do  that,  and  now  I 
want  to  know  what  you  are  charffmg  ? 

Mr.  DxjLANEY.  I  beg  jour  pardon;  I  did  no  such  thing. 

Mr.  Thom.  Your  testimony  will  speak  for  itself. 

Mr.  DuLANEY.  Yes;  let  it  stand. 

Mr.  Thom.  What  I  want  to  know  is,  if  your  charge  is  that  the  large 
improvements,  amounting  to  mllUons  of  dollars,  spent  by  the  South- 
ern Railway  Co.  in  reducmg  the  distance  60  miles  and  improving  the 
grades  was  still  in  pursuance  of  this  conspiracy  to  prevent  coal  from 
that  section  coming  into  competition  witn  the  trust-owned  coal? 

Mr.  DuLANEY.  My  position  is  this:  That  the  investment  was  made 
for  the  reason  originally  stated,  as  I  verily  beheve.  Following  that, 
as  a  matter  of  necessity,  to  take  care  of  the  securities  of  the  "Sorginia 
&  Southwestern,  which  I  believe  will  be  shown  to  be  owned  by  the 
Morgan  interests,  ihe  developments  were  made;  that  is,  the  money 
spent  for  the  improvements  made  since  the  purchase. 

Mr.  Thom.  Now  kindly  answer  my  question,  which  was  whether 
or  not  you  now  charge  that  the  large  expenditures  made  by  the 
Southern  Railway  Co.  or  the  Virginia  &  Southwestern  in  reducing 
the  distance  and  reducing  the  grades  were  made  stiU  in  pursuance 
of  this  conspiracy  to  prevent  coal  from  that  section  coming  into 
cjoinpetition  with  the  trust-owned  coal  ? 

Mr.  Douglas.  I  object  to  that  question,  because  it  has  been  imme- 
diately answered  in  the  answer  just  preceding  the  question.  In 
addition  thereto,  counsel  reflected  on  Mr.  Dulaney  by  saying  '^and 
now  will  j^ou  answer  my  former  question,"  when  he  has  immediately 
answered  it.  All  you  have  to  do  is  to  read  the  answer,  and  you  will 
find  he  has  differentiated  between  the  original  investment  and  the 
subsequent  investment. 

Mr.  Thom.  I  am  asking  what  he  is  charging. 

The  Chairman.  State  your  question  agam  and  let  the  witness 
answer  it  as  fully  as  he  cares  to,  and  then  pass  on  to  another  question. 

Mr.  Thom.  Tnen  I  repeat  the  question,  whether  or  not  you  now 
chaise  that  the  expenditures,  amounting  to  millions  of  dollars,  made 
by  the  Southern  Railway  Co.  in  reducing  the  distance  on  the  Virginia 
&  Southwestern  and  improving  the  grade  was  made  still  in  pursu- 
ance of  the  conspiracy  to  prevent  coal  from  the  Virginia  &  south- 
western coming  mto  competition  with  what  you  cdl  trust-owned 
coal? 

Mr.  Dulaney.  I  have  answered  the  question  as  best  I  can. 

Mr.  Thom.  You  do  not  know  whether  you  charged  that  or  not  ? 

Mr.  Dulaney.  My  answer  will  speak  for  itself,  sir. 

Mr.  Thom,  Do  you  or  do  you  not  charge  that  ? 

Mr.  Dulaney.  1  charge  that  the  entire  investment  was  unnecessary 
for  the  development  of  the  Virginia  coal  fields,  now  reached  by  the 
Virginia  &  Southwestern  Railroad. 

Mr.  Thom.  Mr.  Chairman,  I  think  I  am  entitled  to  an  answer  to 
that  question. 

The  Chairman.  I  think  he  has  answered  it.  As  I  understand  Mr. 
Dulaney 's  contention,  it  is  this:  I  understood  on  his  examination  in 
chief  that  the  Southern  Railway  Co.  acquired  the  Virginia  &  South- 
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western  Railway,  which  was  not  necessary  for  it,  in  order  to  reach 
the  coal  fields;  that  its  acquirement  of  tnis  property  was  brought 
about  by  the  influence  of  Mr.  McHarg  and  others  interested  in  wnat 
is  known  as  trust-owned  coal.  I  did  not  understand  him  to  charge 
in  his  examination  in  chief  that  the  purpose  of  the  Southern  Railway 
Co.  originally  was  to  aid  in  carrying  out  the  purpose,  as  he  charges, 
of  the  Coal  Trust,  but  that  it  had  spent  $15,000,000  in  acquiring  wis 
property  and  now  fails  to  carry  that  coal  to  the  S^uth  Atlantic  ports. 

Senator  Smith  of  Michigan.  That  does  not  go  quite  as  far  as  the 
question. 

The  Chairman.  I  never  understood  him  to  chaise  that  the  Vir- 
ginia &  Southwestern  Railway  was  devoted  exclusively  to  the  car- 
riage of  coal  or  that  the  Southern  Railway  put  it  to  no  other  use  than 
simply  to  improve  it  and  hold  it  idle,  whicn  would  seem  to  be  a  fool- 
ish thing  to  do  it  the  purpose  was  to  aid  the  trust. 

Senator  Smith  of  Michigan.  Let  me  see  if  I  understand.  The 
Virginia  &  Southwestern  Railway,  having  been  sold  to  the  Southern 
Railwav  Co.  at  an  upset  price,  and  a  consideration  paid — that  is, 
the  indebtedness  assumed — the  Virginia  &  Southwestern  Railway 
proceeded,  under  the  new  ownership,  to  reduce  distance  and  other- 
wise improve  the  properties  in  the  vicinity  of  these  coal  fields  ? 

Mr.  Thom.  At  the  other  end,  in  Tennessee. 

Senator  Smith  of  Michigan.  At  Bristol? 

Mr.  Thom.  Down  toward  Bluff  City. 

Senator  Smith  of  Michigan.  Now,  the  question  is  whether  those 
expenditures  harmonized  with  the  theory  that  the  coal  region  is  to 
be  locked  up.     That  is  what  I  understand  the  question  to  be. 

Mr.  Thom.  Yes,  sir ;  and  I  have  understood  the  witness  to  charge 
this  morning  that  that  was  an  expenditure  still  in  pursuance  of  the 
original  purpose. 

Senator  Smith  of  Michigan.  If  I  understand  Mr.  Dulan^,  he  said 
that  all  the  expenditures  made  by  the  Southern  Railway  Co.  on  the 
Virginia  &  Southwestern,  including  the  purchase  and  the  improve- 
ments, were  in  the  same  general  interest.     Have  I  got  that  right  ? 

Mr.  Douglas.  I  call  the  committee's  attention  to  one  part  of  Mr. 
Dulaney's  answer 

Mr.  Thom.-  I  think  I  have  a  right  to  ask  that  the  question  of  the 
Senator  be  answered  without  assistance  of  counsel. 

Mr.  Douglas.  I  wish  to  resent  that  reflection,  because  it  is  imwar- 
ranted,  without  the  slightest  justification  for  it  from  any  point  of  view. 
All  you  have  to  do  is  to  turn  back  to  the  answer  of  Mr.  Dulaney,  in 
which  he  stated  the  initial  investment  separate  from  the  subsequent 
investment,  and  he  gave  a  reason  why  he  thought  each  investment 
was  made.     I  resent  any  reflection  from  Mr.  Thom. 

Senator  Smith  of  Michigan.  I  would  like  an  answer  to  my  question, 
for  it  would  help  in  reaching  a  conclusion. 

Mr.  Dulaney.  I  repeat  substantially  what  I  have  said,  that  this 
original  purchase  was  wholly  unnecessary  from  the  standpoint  of  the 
development  of  the  Virginia  field,  that  after  the  investment  was  made 
and  the  business  turned  in  that  direction  over  the  Virginia  &  South- 
western, the  improvements  had  been  made,  the  bond  issue  had  been 
made,  on  the  Virginia  &  Southwestern,  and  I  understand  that  those 
securities  are  owned  largely  by  the  McHarg-Morgan  interests,  and. 
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that  for  the  purpose  of  taking  care  of  those  securities  they  had  to  do 
the  best  they  could  with  the  road  after  they  got  it  and  make  all  they 
could  out  of  it. 

Senator  Smith  of  Michigan.     I  will  desist  further. 

Mr.  DmLANBY.  Does  that  answer  your  question  ? 

Senator  Smfth  of  Michigan.  No;  not  as  I  hoped  you  would  answer. 
I  would  like  to  have  you  differentiate  in  the  investment  first  made  in 
the  Virginia  &  Southwestern  stock  and  the  improvements  afterwards 
made  between  Bristol  and  Bluff  City,  and  say  whether  or  not  those 
improvements  frona  Bristol  to  Bluff  City  were  helpful  or  harmful  to 
the  coal  operators  in  the  Appalachian  group. 

Mr.  DuLANBY.  I  consider  that  they  were  harmful,  and  I  will  give 
my  reasoiis.  I  so  consider  it  for  the  reason  that  the  road  obtained, 
the  Virginia  &  Southwestern,  is  46  per  cent  longer  than  their  old 
route,  and  for  the  further  reason  that  rates  have  been  made  higher 
because  of  that  long  haul.     Does  that  answer  your  question  ? 

Senator  SMrrn  oi  Michigan.  That  bears  on  it. 

Mr.  DuLANBY.  I  desire  to  answer  it. 

Senator  Smith  of  Michigan.  I  do  not  question  your  frankness  at  all. 

Mr.  Thom.  Do  you  not  know  that  the  haul  from  Appalachia  over 
the  Virginia  &  Southwestern  to  the  point  it  delivers  to  the  Southern 
Railway  is,  because  of  this  cut-off,  60  miles  farther  than  it  was  before  ? 

Mr.  DuLANEY.  I  know  that  the  rate  has  not  been  changed  since  the 
cut-off  was  made.  • 

Mr.  Thom.  I  am  not  asking  you  about  the  rate.  I  want  the  witness 
to  answer  my  question. 

Mr.  DuLANEY.  I  thought  you  were  asking  about  the  rate. 

Mr.  Thom.  I  was  not.  I  was  asking  about  the  distance,  and  I 
want  to  know  whether  or  not  it  is  not  a  fact  that  the  haul  of  the  coal 
from  the  Virginia  &  Southwestern  .mines,  taking  Appalachia  as  the 
center,  to  Morristown,  is  not  now  60  miles  shorter  than  it  was  before 
this  construction  to  which  I  alluded. 

Mr.  DuLANEY.  It  is  60  miles  shorter  via  the  Virginia  &  South- 
western, but  it  is  still  46  per  cent  longer  to  Knoxville  from  our  field, 
the  Black  Mountain  field,  than  on  the  old  joint  route. 

Mr.  Thom.  You  mean  now  that  the  Virgmia  &  Southwestern  route 
is  longer  than  the  route  via  the  Louisville  &  Nashville  ? 

Mr.  DuLANEY.  Via  the  Louisville  &  Nashville  and  Southern,  sir. 

Mr.  Thom.  I  am  talking  about  the  comparison  of  the  Virginia  & 
Southwestern  and  Southern  route  since  its  new  construction,  to  which 
I  have  alluded,  was  made. 

Mr.  DuLANEY.  I  have  answered  that,  sir. 

Mr.  Thom.  You  had  this  other  route,  to  which  you  alluded — the 
joint  route  of  the  Louisville  &  Nashville  and  Southern — before  you 
sold  the  Black  Moimtain  road,  did  you  not  ? 

Mr.  DuLANEY.  The  road  was  there;  yes,  sir. 

Mr.  Thom.  And  still  you  sold  the  Black  Mountain  road  to  the 
Vii^:inia  &  Southwestern  in  order  to  get  that  route  ? 

Mr.  DuLANEY.  In  order  to  get  two  roads,  hoping  to  get  competition. 

Mr.  Thom.  Now,  you  are  well  acquainted  with  the  coal  fields  trib- 
utary to  the  Virginia  &  Southwestern  road,  I  imagine  ? 

Mr.  DuLANEY.  Pretty  well. 

Mr.  Thom.  What  are  the  principal  coal  operations  tributary  to  the 
Virginia  &  Southwestern  road  ? 
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Mr.  DuLANEY.  Tae  Virgiuia  Iron,  Coal  &  Coke  Co.'s  operation,  the 
Stonega  Coal  &  Coke  Co.'s  operations,  and  the  operations  in  the 
Black  Mountain  field.  There  are  some  other  operations  tributary  to 
Stonega  that  I  can  not  name. 

Mr.  Thom.  The  ones  you  have  named  are  the  important  ones,  are 
they  not  ? 

Mr.  DuLANEY.  Yes;  they  are  the  important  ones. 

Mr.  Thom.  Are  they  all  the  important  ones  ? 

Mr.  DuLANEY.  I  think  so ;  yes,  sir. 

Mr.  Thom.  And  amon9;  the  Virginia  Iron,  Coal  &  Coke  Co.'s  op- 
erations you  include  the  Toms  Creek,  do  you  not  ? 

Mr.  DULANEY.   I  do. 

Mr.  Thom.  So  then,  the  four  important  coal  operations  tributw? 
to  the  Virginia  &  Southwestern  are  the  Toms  Creek  field,  which  is  a 
part  of  the  Virginia  Iron,  Coal  &  Coke  Co.'s  operations,  the  Stonega 
operation,  the  Virginia  Iron,  Coal  &  Coke  Co.'s  operations  other  thitn 
Toms  Creek,  and  the  operations  in  the  Black  Mountain  field  other 
than  the  Virginia  Iron,  Coal  &  Coke  Co.  in  that  field? 

Mr.  DuLANEY.  I  do  not  understand  why  you  say,  ^' other  than/' 

Mr.  Thom.  Because  you  have  already  included  them  in  the  other. 
I  am  grouping  them  together. 

Mr.  DuLANEY.  Please  let  the  reporter  read  the  question. 

(The  stenographer  read  the  question  as  above  recorded.) 

Mr.  DuLANEY.  The  important  operations  are  those  that  I  just 
named. 

Mr.  Thom.  And  have  I  the  list  of  them,  from  your  testimony, 
correctly  ? 

Mr.  DuLANEY.  If  I  understand  you,  you  have,  sir. 

Senator  Smith  of  Michigan.  I  thought  we  had  a  statement  showing 
the  exact  ownership  of  that  field  in  your  testimony. 

Mr.  DuLANEY.   les,  sir;  it  is  in  my  testimony. 

Mr.  Thom.  As  I  understand  it,  the  injportant  coal  operations 
tributary  to  the  Virginia  &  Southwestern  are  the  Stonega,  the  Vir- 
ginia Iron,  Coal  &  Coke  Co.,  and  operations  other  tkan  one  operation 
of  the  Virginia  Coal,  Iron  &  Coke  Co.  in  the  Black  Mountain  field. 

Mr.  DuLANEY.  I  repeat  my  answer.  I  have  made  it  as  clear  as  I 
understand  the  English  langaage  can  make  it. 

Mr.  Thom.  Well,  I  will  try  it  in  another  way.  The  three  oper- 
ations are  the  Stonega,  the  Virginia  Iron,  Coal  &  Coke  Co.,  and  the 
Black  Mountain  field.     Is  that  so  ? 

Mr.  DuLANEY.  They  are  three  of  the  important  ones,  but  there 
are  some  others. 

Mr.  Thom.  What  are  the  others  ? 

Mr.  DuLANEY.  I  have  stated  that  I  could  not  name  them.  I  can 
get  the  names  for  you,  however. 

Mr.  Thom.  Those  arc  not  so  important  that  you  now  know  the 
names  of  them  ? 

Mr.  DuLANEY.  That  is  correct. 

Mr.  Thom.  The  Toms  Creek  operation  is  one  of  the  operations  of 
the  Virginia  Iron,  Coal  &  Coke  Co.,  is  it  not? 

Mr.  DuLANEY.  I  understand  they  have  two  oj)erations,  if  you  want 
to  be  exact. 

The  Chairman.  He  said  that  is  one  of  them. 

Mr.  DuLANEY.  Yes.     There  are  two  of  them. 
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Mr.  Thom.  And  the  Virginia  Iron,  Coal  &  Coke  Co.  also  has  an 
operation  in  the  Black  Mountain  field  ? 

Mr.  DuFANEY.  That  is  correct. 

Mr.  Thom.  As  I  understand  you  to  say,  the  Stonega  operations 
are  part  of  the  Coal  Trust  ? 

Mr.  DuLANBY.  Yes;  according  to  my  definition  of  the  trust,  when 
I  start-ed  out. 

Mr.  Thom.  And  the  Virginia  Iron,  Coal  &  Coke  Co.  is  also  a  part  of 
the  operations  of  the  trust? 

Mr.  DuLANBY.  I  so  understand  it,  sir. 

Mr.  Thom.  And  what  is  left  of  the  important  operations  in  that 
field  are  those  operations  in  the  Black  Mountains  field  other  than  the 
Virginia  Iron,  Coal  &  Coke  Co.  ? 

Mr.  DuLANEY.  So  far  as  the  Black  Mountain  field  is  concerned  that 
IS  correct. 

Mr.  Thom.  Those  being  aU  the  important  ones  that  you  can  renuem- 
ber,  the  object  of  this  purchase  and  of  this  very  large  expenditure 
was  to  prevent  the  part  of  the  operations  in  the  Kack  Mountain 
district  which  you  represent  from  coming  into  competition  with  the 
trust-owned  coal? 

Mr.  DuLANEY.  Please  read  this  comphcated  question. 

(The  stenographer  read  the  question  as  above  recorded.) 

Mr.  DuLANEY.  I  have  not  made  any  such  direct  statement.  I  have 
stated,  in  connection  with  the  tidewater  outlet,  that  certain  railroads 
had  been  acquired  hj  the  Southern  Railway  Co.  to  prevent  the  coal 
from  that  entire  district  having  an  outlet  at  tidewater  and  from  com- 
ing into  competition  with  the  Coal  Trust  coal  for  export  purposes, 
as  well  as  for  tidewater  purposes. 

Mr.  Thom.  But  all  the  coal  that  is  mined  by  the  Stonega  Co.  and 
by  the  Virginia  Iron,  Coal  &  Coke  Co.  in  that  district  you  said  was 
trust-owned  coal. 

Mr.  DuLANEY.  I  also  explained  how  they  were  taken  care  of  by  the 
railroads. 

Mr.  Thom.  I  understand.  But  the  only  important  thing  that  was 
left  in  this  field  to  obstruct  bv  the  railroads  were  your  operations  in  the 
Black  Mountain,  because  all  the  balance  belonged  to  the  trust  ? 

Mr.  DuLANEY.  The  only  thing  unprotected,  so  far  as  I  know,  sir. 

Mr.  Smith  of  Michigan.  The  only  orphan,  you  mean  ? 

Mr.  DuLANEY.  The  onlv  thing  unprotected,  so  far  as  I  know,  are 
the  operations  in  the  Black:  Mountain  field  except  the  Imperial,  which 
belong  to  the  Virginia  Iron,  Coal  &  Coke  Co.,  and  I  have  already 
explamed,  and  will  be  glad  to  explain  again,  how  that  operation  has 
been  taken  care  of. 

Mr.  Thom.  You  have  said  that  you  expended  about  $5,000,000  in 
your  field.     I  wilt  ask  you  later  to  furnish  a  statement  of  that. 

Mr.  DuLANEY.  I  beg  your  pardon;  the  question  was  never  put  to 
me  in  that  manner. 

Mr.  Thom.  What  was  your  statement  ? 

Mr.  DuLANEY.  I  statedf  that  the  investments  in  the  Black  Mountain 
field  were  about  $5,000,000  or  more;  and  if  you  included  the  railroads 
constructed  on  account  of  the  development  of  that  field  it  would 
probably  reach  several  million  dollars. 

Senator  Smith  of  Michigan.  You  mean  the  timnel  constiucted, 
and  so  forth  ? 
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Mr.  DuLANEY.  Yes,  sir;  and  the  expenditures  which  the  Southern 
Railway  made. 

Senator  Smith  of  Michigan.  And  the  Louisville  &  Nashville  ? 

Mr.  DuLANEY.  Yes,  sir. 

Mr.  Thom.  What  part  of  that  do  you  say  is  the  investment  of  your 
conapany  ? 

Mr.  DuLANEY.  I  shall  comply  with  your  request  and  furnish  a  state- 
ment.    I  think  that  that  is  tne  best  way  to  do  that. 

Mr.  Thom.  You  can  not  approximate  it  now? 

Mr.  DuLANEY.  No;  I  can  not.  . 

Mp.  Thom.  If  the  whole  of  it  was  outside  of  the  railroads,  only 
$5,000,000  or  thereabouts,  it  would  have  been  a  much  cheaper  propo- 
sition to  have  stifled  your  operations,  to  buy  them,  than  to  have 
spent  $11,000,000  for  a  raih-oad,  would  it  not? 

Mr.  DuLANEY.  Please  read  the  question. 

(The  stenographer  read  the  question  as  abx)ve  recorded.) 

Mr.  DuLANEY.  You  have  mixed  the  proposition,  sir.  My  charge 
was  that  the  Virginia  &  Southwestern,  among  others,  was  required 
to  prevent  the  movement  of  coal  to  tidewater  in  competition  with 
the  Coal  Trust.  I  will  add  right  here  that  the  Coal  Trust  operations 
that  happen  to  be  located  within  the  boundary  have  been  amply 
provided  for,  as  already  stated. 

Mr.  Thom.  Then  the  Coal  Trust  was  anxious  to  prevent  the  Coal 
Trust  from  getting  its  coal  from  that  district  to  tidewater  ? 

Mr.  DuLANEY.  I  am  glad  you  asked  that  question.  There  are 
scores  of  mines  in  Tennessee,  Kentucky,  and  Alabama  that  do  not 
belong  to  the  trust. 

Mr.  Thom.  That  is  your  answer,  is  it  ? 

Mr.  DuLANEY.  As  I  understand  your  question,  that  is  the  answer; 
yes,  sir. 

Mr.  Thom.  Andyour  property  was  for  sale  ? 

Mr.  DuLANEY.  Ever  since  I  found  it  bottled  up  it  has  been  for  sale. 

Mr.  Thom.  How  long  has  that  been  ? 

Mr.  DuLANEY.  From  the  time  we  started. 

Mr.  Thom.  It  has  been  for  sale  from  the  time  you  started? 

Mr.  DuLANEY.  Say,  for  six  years,  when  the  10-cent  differential  was 
put  against  our  field  by  Henry  K.  McHarg,  president  of  the  Virginia 
&  Southwestern  Railway. 

Mr.  Thom.  Your  property  being  for  sale  ever  since  you  started  and 
your  investment  being  no  larger  than  you  have  stated,  instead  of 
buying  your  property  these  people  resorted  to  the  expedient  of  spend- 
ing $11,000,000  m  a  railroad  there  in  order  to  stifle  you  ? 

Mr.  Dui^ANEY.  I  have  made  no  such  statement. 

Mr.  Thom.  Is  that  a  fair  inference  from  your  testiinony? 

Mr.  DuLANEY.  I  will  state  that  since  the  acquisition  for  the  pur- 
poses which  I  hav^  already  stated  the  Virginia  &  Southwestern  Rail- 
way has  been  used  to  stifle  the  Black  Mountain  field,  sir. 

Mr.  Thom.  You  have  stated  as  one  of  your  grievances  that  there 
was  a  difl^erential  against  you  in  the  Black  Mountain  field  of  10  cents 
over  the  rate  that  was  applied  on  coal  from  Appalachia,  have  you  not  ? 

Mr.  DuLANEY.  I  have,  sir. 

Mr.  Thom.  Prior  to  the  sale  of  the  Black  Mountain  road  to  the 
Virginia  &  Southwestern,  and  while  you  still  owned  the  Black  Moun- 
tain road,  what  was  that  differential? 
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Mr.  DuLANEY.  There  was  no  differential  at  all  over  the  Louisville 
&  NashviUe  to  the  West,  sir. 

Mr.  Thom.  I  am  not  asking  you  that,  sir. 

Mr.  DuLANEY.  The  field  was  in  its  infancy,  and  the  rate  question 
had  not  been  developed. 

Mr.  Thom.  I  am  asking  you  what  was  the  differential  for  coal 
moving  from  the  Black  Mountain  district  through  Appalachia  ? 

Mr.  DuLANEY.  There  was  no  differential  at  afl.  There  was  noth- 
ing then  but  local  rates. 

Mr.  Thom.  Was  not  that  25  cents  ? 

Mr.  DuLANEY.  I  do  not  remember,  sir.  As  I  have  already  stated, 
the  field  at  that  time  was  in  its  very  infancy,  and  these  rate  questions, 
so  far  as  I  am  concerned,  had  not  been  discussed. 

Mr.  Thom.  You  do  not  know  that  it  was  a  fact  that  it  cost  you  at 
that  time  25  cents  more  than  the  Appalachia  rate  to  get  your  coal 
from  Black  Moxmtain  field  via  Appalachia  out  over  the  Virginia  & 
Southwestern  Railway  ? 

Senator  Smith  of  Michigan.  Was  this  before  he  sold  this  road  ? 

Mr.  Thom.  Yes,  sir. 

Mr.  DuLANEY.  I  want  to  make  that  perfectly  clear.  The  field 
was  just  starting  at  that  time. 

Senator  Smith  of  Michigan.  But  whether  it  is  true  or  not. 

Mr.  DuLANEY.  I  can  not  answer.  I  know  the  rates  were  purely 
local. 

Mr.  Thom.  You  are  not  prepared  to  dispute  the  fact  that  the  cost 
was  25  cents  ? 

Mr.  DuLANEY.  I  am  not  prepared  to  dispute  or  affirm  it. 

Mr.  Thom.  You  sold  the  Black  Mountain  Railroad  to  the  Virginia 
&  Southwestern,  you  personally  I  mean,  did  you  not  ? 

Mr.  DuLANEY.  I  personally  conducted  the  negotiations. 

Mr.  Thom.  And  personally  signed  the  contract  ? 

Mr.  DuLANEY.  I  did,  sir,  as  I  remember,  as  an  officer. 

Mr.  Thom.  How  much  road  did  you  have  to  sell  ? 

Mr.  DuLANEY.  I  shall  furnish  the  exact  mileage  later.  I  really 
do  not  remember  now,  but,  as  I  recall,  there  were  7  or  8  miles. 

Mr.  Thom.  In  that  contract  you  provided  as  follows,  did  you  not : 

That  the  second  party  will,  as  soon  as  practicable  after  acquiring  the  stock  of  the 
Black  Mountain  Kailway  Co.  as  aforesaid,  Duild,  or  cause  to  be  built,  a  standard-gauge 
railway  leading:  from  some  point  on  the  said  Black  Mountain  Railway  Co.'s  line  to  a 
connection  with  second  party's  line  which  leads  from  Appalachia  to  Mountain  City; 
such  new  railway  to  be  finished,  in  all  events,  within  two  years  from  this  date,  or  the 
second  party  may,  within  said  two  years,  in  jieu  of  the  construction  of  said  railroad 
effect  trackage  arrangements  with  s^me  other  road  whereby  the  desired  connection 
may  be  had. 

You  had  that  inserted  in  the  contract,  did  you  not  ? 

Mr.  DuLANEY.  That  is  a  part  of  the  contract. 

Mr.  Thom.  You  signed  it  ? 

Mr.  DuLANEY.  I  did. 

Mr.  Thom.  Did  you  require  that  for  the  purpose  of  getting  another 
railroad  into  the  Black  Mountain  district  ? 

Mr.  DuLANEY.  If  this  contract  is  to  be  discussed,  being  very  short, 
I  think  it  but  fair  that  the  whole  contract  should  be  embodied  in  the 
testimony. 

The  Chairman.  The  whole  contract  is  in  the  testimony. 
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Mr.  Lyon.  I  must  have  misunderstood  the  reading  of  that  section. 
I  understand  there  was  a  clause  in  there  that  they  could  make  traffie 
arrangements  with  the  raiboads  ah*eady  existmg.  I  think  your 
question  can  not  be  a  proper  one  if  it  was  done  for  that  purpose,  when, 
on  the  face  of  it,  it  could  be  done  another  way.  Does  it  say  *' track- 
age arrangements''  ? 

Mr.  Thom.  Trackage.  Now,  it  may  be  the  difficult  question  can  be 
answered. 

Mr.  Douglas.  I  do  not  think  anybody  has  suggested  it  was  diffi- 
cult. 

Mr.  Thom.  The  time  suggested  it  was  difficult. 

Mr.  DuLANEY.  Will  you  kindly  read  that  difficult  question  ? 

(Thestenographer  read  the  Question  above  recorded.) 

Mr.  Thom.  Did  you  require  tnat  for  the  purpose  of  getting  another 
railroad  into  the  Black  Mountain  district  ? 

Mr.  DuLANEY.  I  will  let  the  whole  contract  stand  on  its  merits, 
because  I  feel  that  it  is  unfair  to  segregate  it  and  handle  it  in  that 
manner. 

Mr.  Thom.  I  would  like  to  have  an  answer  to  my  question,  Mr 
Chairman. 

The  Chairman.  Mr.  Thom,  1  have  spoken  to  the  other  members  of 
the  committee.  I  can  not  see  the  necessity  fot  taking  up  time  to 
ask  him  why  he  put  that  in  the  contract;  that  is  a  matter  of  aigu* 
ment.     It  is  in  the  contract  itself. 

Mr.  Thom.  I  asked  it  because  I  am  coming  to  another  point  and 
that  leads  up  to  it. 

The  Chairman.  The  question  is  did  you  put  section  5  in  the  con- 
tract for  the  purpose  of  securing  another  railroad  connection  to  your 
mines  ? 

Mr.  DuLANEY.  My  answer  is  that  the  whole  contract  speaks  for 
itself  and  that  I  am  unable  to  segregate  a  section  and  assign  a  par- 
ticular reason  for  each  section. 

Senator  Smith  of  Michigan.  Suppose  it  is  charged  that  subdivision 
6  of  that  contract  does  not  mean  tnat  you  can  get  another  railroad. 
Then  do  you  not  want  the  committee  to  have  the  benefit  of  your 
interpretation  on  it  ? 

The  Chairman.  I  think,  of  course,  the  witness  is  bound  to  say  the 
sections  were  put  in  for  the  purpose  expressed  in  the  sections.  Go 
ahead  and  give  your  answer. 

Mr.  DUI.ANEY.  I  accept  the  statement  just  made  by  the  chairman 
as  my  answer. 

Mr.  Thom.  Then  you  followed  that  section  by  section  6,  which 
reads  as  follows : 

That  as  sDon  as  the  standard -gauge  railway  provided  for  in  the  preceding  paragraph 
is  constructed  and  in  operation,  or  the  said  trackage  arrangement  is  effected,  the  second 
party  guarantees  to  the  first  party  and  its  lessees  a  rate  on  coal  from  points  on  the 
Black  Mountain  Railway,  routed  via  the  Virginia  &  Southwestern  Railway  to  Bristol 
and  points  S3uth  aid  east  thoroof,  as  well  as  all  i>oint8  on  the  Virginia  &  Southwestern 
Railway,  or  not  exceeding  10  cents  per  ton  higher  than  the  rate  from  Inman  and 
Stonega  over  the  same  route  to  the  same  points. 

That  is  the  10  cents  you  are  complaining  of,  is  it  not? 

Mr.  DuLANEY.  The  10  cents  referred  to  as  having  been  removed 
by  the  Interstate  Commerce  Commission  has  already  been  adjudi- 
cated by  the  commission  and  removed,  and  the  commission  took  into 
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consideration  this  very  contract  at  the  time.    You  will  note  that  it 
applies  only  to  local  points  on  the  Virginia  &  Southwestern  Railway. 
At  that  time  we  relied  on  competition  on  the  natural  position.    There 
were  two  roads  reaching  the  neld,  the  short  route  to  Knoxville,  110 
lAiles,  occupying  the  Louisville  &  Nashville  and  the  Southern.     I  wish 
also  to  state  that  when  this  contract  was  drawn  it  was  drawn  by  an 
attorney  representing  both  of  our  interests .    It  was  a  friendly  attorney, 
and  I  oflfer  no  criticism  at  all  in  mentioning  that    fact.     These 
very  issues  were  discussed — what  would  be  the  eflfect  if  the  Southern 
Railway  should  acquire  the  Virginia  &  Southwestern — and  we  con- 
cluded that  that  issue  would  take  care  of  itself  and  that  we  were 
willing  to  take  the  risk  on  tlm  10-cent  item  which  applied  only  to 
the  local  points  on  the  Virginia  &  Southwestern  road.     You  under- 
stand^ Senator? 

Senator  Smith  of  Michigan.  No;  I  do  not  see  how  it  would  apply 
only  to  the  local  points. 

Mr.  DuLANEY.  it  expressly  states  that. 

Mr.  Thom.  it  expressly  states  to  the  contrary. 

The  Chairman.  The  contract  speaks  for  itsen. 

Mr.  Thom.  Mr.  Chairman,  in  cross-examining  a  witness  we  have 
to  come  to  a  point,  and  the  witness  is  taking  the  position  now  that 
flie  contract  aoes  not  say  so,  and  I  want  to  call  his  attention  to  the 
language  of  the  contract,  which  says  it  does,  and  this  is  the  founda- 
tion for  subsequent  examination. 

The  Chairman.  The  witness  offered  this  contract  in  evidence,  and 
it  is  assumed  that  he  understood  and  was  bound  by  the  contract. 
Mid  anybody  can  explain  it  as  well  as  he  can,  and  iae  conomy  oi 
tiine  I  would  suggest  that  you  go  direct  to  the  point  you  want  to 
bring  out  and  you  can  assume  everything  that  is  stated  in  tliis  con- 
tract as  having  been  agreed  to  by  this  witness  and  binding  upon 
him,  and  his  interpretation  of  the  contract  is  not  binding  upon  the 
committee  or  upon  anybody.  I  only  make  my  suggestion  in  the 
economy  of  time,  for  I  do  not  care  what  he  savs  is  the  meaning  of 
this  language,  because  we  can  interpret  it  as  well  as  he. 

Mr.  Thom.  I  understand,  and  we  will  cooperate  with  the  com- 
mittee in  the  economy  of  time,  but  I  hope  I  will  be  permitted  to  ask 
this  witness  a  few  points  I  want  to  bring  out.  I  call  your  attention, 
Mr.  Dulaney,  to  the  language  of  this  provision,  which  reads: 

Routed  via  the  Virginia  &  Southwestern  Railway  to  Bristol  and  points  south  and 
east  thereof. 

Mr.  Dulaney.  Referring,  as  I  understand  it,  sir,  to  the  points  on 
the  Virginia  &  Southwestern  east  of  Bristol,  south  and  east  thereof. 

Mr.  T&OM.  it  goes  on  and  says,  ^'  as  well  as  all  points  on  the  Virginia 
&  Southwestern  Railway,"  d.istinguishinff  between  the  two.  The 
chairman  says  that  contract  speaks  for  itself,  and  I  think  it  does,  but 
I  call  attention  to  that. 

Mr.  Dulaney.  If  it  reads  that  way,  it  is  correct. 

Mr.  Thom.  I  want  to  repeat  my  question.  Whether  or  not  this 
10  cents  burden  to  which  you  allude  is  not  the  10  cents  that  is  men- 
tioned iQ  the  paragraph  of  the  contract  to  which  I  have  called  you 
attention.  • 

Mr.  Dulaney.  Yes.  I  wish  to  add  that  the  10  cents  has  already 
been  the  subject  of  investigation  by  the  Interstate  Commerce  Com- 
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mission  and  has  been  removed.  That,  however,  was  done  after  the 
Southern  Bailway  acquired  the  Virginia  &  Southwestern  road. 

Senator  Smith  of  Michigan.  I  suppose  the  object  is  to  see  whether 
you  voluntarily  put  your  head  into  a  halter  or  whether  you  were 
really  strappedf  and  pulled  into  it.  If  you  made  this  rate  yourself 
in  your  contract,  that  is  one  thing.  If  it  was  an  arbitrary  exacted 
by  the  carrier,  that  is  another.  That,  stripped  of  any  surplus 
verbiage,  is  what  counsel  is  after,  is  it  not?  Now,  let  us  go  to  that 
and  see  whether  that  is  true  or  not.  We  have  the  contract  and  we 
have  the  rate,  have  we  not? 

Mr.  Thom.  Yes.  Now,  he  says  that  this  is  the  10  cents;  the  one 
mentioned  in  this  paragraph  is  the  10  cents  of  which  he  was  making 
complaint. 

Mr.  DuLANEY.  That  has  been  removed,  and  therefore  is  not  taken 
by  us.  I  call  attention  to  the  fact  that  the  resolution  asked  that 
matters  of  this  kind  be  taken  up  that  have  been  settled  by  the 
Interstate  Commerce  Commission,  because  it  certainly  was  not  our 
intention  to  renuire  you  g:entlemen  to  settle  rates. 

Mr.  Thom.  Now,  Mr.  Dulaney,  that  10  cents  of  which  you  have 
complained  to  this  committee  was  put  on  you  by  a  contract  which 
you  personally  negotiated,  and  which  you  personaUj  signed  as 
president  of  the  Black  Moimtain  Coal  Imnd  Co.  ? 

Mr.  Dulaney.  That  is  correct,  sir.  I  have  answered  that  once  or 
twice. 

The  Chairman.  You  state  that  the  Interstate  Commerce  Com- 
mission ordered  that  differential  removed  ? 

Mr.  Dulaney.  Yes,  sir. 

The  Chairman.  Is  it  in  existence  now? 

Mr.  Dulaney.  That  particular  one  is  not;  but,  following  that  came 
the  Andys  Ridg^e  case,  which  we  had  up  the  other  day  and  which  put 
differentials  all  around  us. 

Mr.  Thom.  I  am  coming  to  that  later. 

The  Chairman.  When  was  this  differential  removed  by  the 
Interstate  Commerce  Commission. 

Mr.  Dulaney.  Will  vou  please  give  me  the  docket  number  of 
that? 

Mr.  Thom.  I  am  going  right  into  that,  Mr.  Dulaney.  Then,  the 
Black  Mountain  Coal  Land  Co.  instituted  a  proceeding  befor.e  the 
Interstate  Commerce  Commission,  which  is  No.  1381,  to  have  that 
10  cents  removed  ? 

Mr.  Dulaney.  Will  you  kindly  give  the  date? 

Mr.  Thom.  And  the  opinion  was  delivered  February  8,  1909» 
That  is  a  fact,  is  it  not  ? 

Mr.  Dulaney.  I  so  understand  it. 

Mr.  Thom.  Now,  the  Interstate  Commerce  Commission  said  that 
inasmuch  as  the  Southern  had  extended  itself  into  that  field  by  tiie 
purchase  of  the  Virginia  &  Southwestern,  the  conditions  had  changed, 
and  therefore  they  found  nothing  in  support  of  this  10  cents,  and 
ordered  it  removed,  back  in  1909,  did  it  not? 

Mr.  Dulaney.  That  is  correct,  sir. 

Mr.  Thom.  And  it  w^  immediately  removed,  was  it  not  ? 

Mr.  Dulaney.  Yes;  within  a  short  time;  I  think  30  days. 
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Mr.  Thom.  Now,  at  the  time  that  was  in  effect  as  applicable  to 
you  in  the  Black  Mountain  field,  was  not  a  similar  differential  of  10 
cents  in  effect  against  the  Coal  Trust  people  at  Toms  Creek  ? 

Mr.  DuLANET.  I  think  so,  sir. 

Mr.  Thom.  And  Toms  Creek  was  about  as  far  east  of  the  Vir- 
ginia &  Southwestern's  Appalachian  terminal  as  you  are  west,  was 
it  not  ? 

Mr.  DuLANEY.  On  the  Norfolk  &  Western  road. 
^  Mr.  Thom.  About  as  far  east  in  distance  ?    I  am  talking  about 
distance. 

Mr.  DuLANEY.  Yes. 

(At  the  request  of  the  witness  the  stenographer  read  the  lasjb  two 
preceding  questions  and  answers.) 

The  Chairman.  The  question  was  whether  Toms  Creek  was  as  far 
east  of  the  terminus  as  you  were  west  of  it  in  distance.  What  is  the 
fact  about  that  ? 

Mr.  DuLANEY.  Yes. 

The  Chairman.  You  have  already  said  that. 

Senator  Smith  of  Michigan.  Anybody  can  see  that. 

Senator  Poindexter.  The  map  hanging  on  the  wall  there  shows 
that  the  Virginia  &  Southwestern  is  not  any  distance  at  all  from  the 
Black  Mountain  field.  It  is  right  in  it,  but  it  is  some  distance  from 
Toms  Creek. 

Mr.  Thom.  It  is  in  both,  by  trackage  arrangement.  I  will  bring 
that  out. 

Mr.  Dulaney,  I  will  take  advantage  of  your  knowledge  of  geography 
there.  The  Virginia  &  Southwestern  runs  up  to  Appalachia,  does  it 
not? 

Mr.  Dulaney.  Yes. 

Mr.  Thom.  And  then  it  runs  in  a  southwesterly  direction  around 
into  the  Black  Mountain  district  ? 

Mr.  Dulaney.  The  map  shows  for  itself,  sir. 

Mr.  Thom.  That  is  so,  is  it  not  ?  The  committee  wants  this  in  the 
record. 

Mr.  Dulaney.  That  is  correct.  That  is  aU  one  road,  however — all 
Vireinia  &  Southwestern— from  Appalachia  into  the  Black  Mountain 
field. 

Mr.  Thom.  Yes.  Now,  the  Virginia  &  Southwestern  also  runs,  hj 
trackage  arrangement  with  other  railroads,  to  Toms  Creek,  does  it 
not,  and  operates  into  Toms  Creek  ? 

Mr.  Dulaney.  It  also  runs 

The  Chairman.  Please  answer  that  question. 

Mr.  Dulaney.  I  am  answering  it.  It  also  runs  over  the  Louisville 
&  Nashville  to  Norton,  thence  over  the  Norfolk  &  Western  to  Toms 
Creek. 

Mr.  Thom.  And  operates  into  Toms  Creek  by  these  trackage  ar- 
rangements ? 

Mr.  Dulaney.  I  think  it  does,  sir. 

Mr.  Thom.  So,  the  10  cents  differential  being  ordered  out  in  the 
Black  Mountain  district  and  there  being  a  similar  differential  against 
the  trust  coal  people  at  Toms  Creek,  that  10  cents  was  also  taken  out 
at  the  same  time,  was  it  not  ? 

Mr.  Dulaney.  I  do  not  know;  I  do  not  remember. 
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Mr.  Thom.  Well,  that  was  the  fact;  you  do  not  remember.  Is  it 
not  then  true  that  every  coal  operation  in  the  Appalachian  district, 
including  Black  Mountain,  Stone^a,  and  the  Virgmia  Iron,  Coke  & 
Coal  Co.,  were  put  upon  exactly  tne  same  basis  of  rates  as  far  back 
as  1909? 

Mr.  DuLANEY.  I  accept  that,  sir,  as  true. 

Mr.  Thom.  And  the  fact  that  they  were  not  previously  on  the  same 
basis  of  rates,  so  far  as  your  field  is  concemea,  finds  its  explanation 
in  the  contract  which  you  signed  ? 

Mr.  DuLANEY.  I  do  not  understand  the  connection.  I  beg  your 
pardon. 

Mr.  Thom.  Of  course.    Let  your  answer  go  at  that. 

Mr.  DuLANEY.  May  I  ask  you  to  repeat  your  question  t 

(At  the  request  of  Mr.  Thom  the  stenographer  read  as  follows:) 

Mr.  Thom.  And  the  fact  that  they  were  not  previously  on  the  same  basis  of  rates, 
00  far  as  your  field  is  concerned,  finds  its  explanation  in  the  contract  which  you  signed? 

Mr.  DuLANEY.  That  is  your  interpretation.  I  wish  to  state  that 
the  conditions  at  that  exact  time  have  not  been  complained  of.  The 
complaint  that  we  have  entered  as  to  new  conditions  that  were  made 
immediately  following  that  particular  date — almost  immediately— 
is  shown  in  the  Andys  Ridge  case. 

Senator  Smith  of  Michigan.  Just  a  second.  I  do  not  know  what 
that  question  means 

Mr.  Thom.  Neither  do  I. 

Senator  Smith  of  Mi-^higan  (continuing).  Whether  it  means  1905 
conditions  or  1909  conditions. 

Mr.  DuLANEY.  I  mean  this:  If  the  conditions  had  remained  just  as 
they  wore  after  the  decision  of  the  Interstate  Commerce  Commission 
at  the  date  mentioned  there 

Senator  Smith  of  Michigan.  1909  ? 

Mr.  DuLANEY.  1909;  we  would  have  had  no  complaint  so  far  as 
the  other  operators  in  the  Appalachian  field  are  concerned. 

Senator  Smith  of  Michigan.  Now,  I  want  to  ask  a  question  right 
there.  Would  you  have  had  any  complaint  between  the  date  of  your 
contract,  September  20,  1905,  and  1909? 

Mr.  DuLANEY.  Do  you  mean  "did  we''  or  "would  we''  ? 

Senator  Smith  of  Michigan.  Would  you  ? 

(At  the  request  of  Senator  Smith  the  stenographer  read  the  last 
preceding  questions  by  Senator  Smith  and  the  answers  of  the  witness 
thereto.) 

Mr.  DuLANEY.  The  facts  show  that  we  did  have  our  complaint 
there  taken  t  o  the  Interstate  Commerce  Commission  and  settled,  an 
that  it  was  based  on  one  of  the  facts  that  the  road  had  been  acquired 
and  made  a  part  of  the  Southern.     Does  that  answer  your  question? 

Senator  Smith  of  Michigan.  Not  exactly.  What  I  was  aiming  at 
was  that  the  diflFerential  of  IQ  cents  applymg  to  your  own  operations 
and  the  operations  of  Toms  Creek,  which  seems  to  have  been  a  vol- 
untary arrangement 

Mr.  DuLANEY.  It  was  when  made;  jea^  sir. 

Senator  Smith  of  Michigan  (contmmng).  Whether  that  is  nofc 
complained  of.  And  your  complaint  then  oegins  from  the  time  the 
Virgmia  &  Southwestern  was  sold  to  the  Southern  Railway,  if  ^ 
imderstand  you  correctly  ? 
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Mr.  DtJLANEY.  Our  complaint  begins  after  the  decision 

Senator  Smith  of  Michigan.  In  1909  ? 

Mr.  DuLANEY.  In  1909.  And  particularly,  following  that,  with 
reference  to  the  manner  in  which  the  field  was  bottled  up. 

Senator  Smith  of  Michigan.  I  notice  that  in  Mr.  Thayer  s  testimony, 
in  the  exhibit  we  had  a  couple  of  days  ago,  he  says  the  associations 
which  were  calculated  to  strengthen  tne  rate,  to  maintain  the  rate,  or 
prevent  rebating,  or  whatever  it  was  for,  that  their  arrangement  fell 
to  the  ^oimd  Mter  this  1909  decision.  If  I  am  correct  about  that,  I 
ivould  infer  from  that  that  the  associations  were  not  burdensome 
after  that  time.    Am  I  wrong  ? 

Mr.  DuLANEY.  That  is  not  the  agreement  that  the  Interstate  Com- 
merce  pommission  reached.  You  are  quoting  from  one  man's  testi- 
mony  in  the  case. 

Senator  Smith  of  Michigan.  Yes;  I  am  quoting  with  reference  to 
the  maintenance  of  the  association.  I  shaU  not  stop  you.  In  read- 
ing it  over  I  can  fortify  my  impressions,  and  I  will  do  it  that  way. 

Mr.  DuLANEY.  In  my  statement  I  refrained  from  reference  to  any 
man's  testimony,  and  1  used  the  conclusions  arrived  at  by  the  Inter- 
state Commerce  Commission.  I  referred  to  some  of  the  conditiona 
of  contracts  which  were  set  out  in  this  same  document. 

Mr.  Thom.  Have  you  finished  ? 

Senator  Smith  of  Michigan.  Yes :  I  am  going  to  leave  it  to  you. 

Mr.  Thom.  Now,  Mr.  Dulaney,  if  I  am  right  in  thinking  that  before 
you  made  this  contract  of  sale  of  the  Black  Mountain  Railroad  it  cost 
you  25  cents  to  get  your  coal  to  Appalachia  to  be  handled  by  the 
Virginia  &  Southwestern,  then  when  you  reduced  that  to  10  cents  by 
your  contract  you  were  accomplishing  a  good  deal  for  yourself,  wera 
you  not  ? 

Mr.  Dulaney.  If  you  are  right  in  assuming  those  things,  yes. 

Mr.  Thom.  And  if  it  turns  out  that  that  was  the  charge — ^which  we 
will  imdertake  to  prove — ^before  that  time,  the  explanation  of  your 
putting  in  this  10  cents  becomes  very  complete,  does  it  not? 

Mr.  Dulaney.  My  position  is  this,  that  we  are  not  here  to  settle 
detailed  questions  of  rates. 

The  Chairman.  I  understand  that,  but  just  answer  the  questions. 

Mr.  Dulaney.  May  I  have  the  question  read  ? 

The  Chairman.  He  says,  if  you  had  to  pay  a  differential  of  25 
cents,  and  had  it  reduced  to  10  cents,  jou  accomplished  a  good  deal? 

Mr.  Dulaney.  I  answered  that,  T  think,  yes. 

The  Chairman.  That  answers  it. 

Mr.  Thom.  Another  thing  that  was  done  in  pursuance  of  this  con- 
tract was  that  the  Virginia  &  Southwestern  undertook  to  build  a 
railroad  from  the  junction  with  the  Black  Mountain  RaUroad  to 
itself  near  Appalachia,  and  that  was  finally  carried  out  and  the  con- 
struction actually  made  by  the  Southern  after  it  purchased  the  Vir- 
ginia &  Southwestern.     Is  not  that  true  ? 

Mr.  Dui.ANEY.  I  think  it  is,  sir. 

Mr.  Thom.  That  link  is  about  23  miles  in  mountain  country,  is  it 
not? 

Mr.  Dui.ANEY.  Approximately  so. 

Mr.  Thom.  So  that  the  Southern  Railway  Co.  built  some  23  miles 
of  raUroad  [indicating  on  the  map]  in  order  to  reach  your  coal  field, 
after  it  purchased  the  Virginia  &  Southwestern,  did  it  not  ? 
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Mr.  DuiANEY.  That  is  the  way  it  appears.     T  think  it  is  true. 

Mr.  Thom.  Do  you  know  how  much  that  cost  ? 

Mr.  DuLANEY.  I  have  understood  about  a  million  dollars. 

Mr.  Thom.  So  the  Southern  Railway,  after  it  bought  the  Virginia 
&  Southwesten)  spent  about  a  million  dollars  to  reach  vour  coal 
field  ? 

Mr.  DuLANEY.  Yes.  And  I  wish  to  add,  there  is  where  the  mys- 
tery lies — ^why,  after  spending  so  large  a  sum,  the  Southern  Railwiiy 
does  not  give  us  rates  that  wfll  move  the  coal. 

The  Chairman.  Senator  Smith  would  like  to  get  on  the  record 
the  names  of  the  points  to  and  from  which  the  road  was  built  by  the 
Southern  after  it  was  acquired  by  it,  and  also  the  date  when  it  was 
built.  * 

Senator  Smith  of  Michigan.  It  looks  like  it  was  from  Pocket  to 
Appalachia. 

Mr.  Thom  (displaying  a  blue-print  map  on  the  committee  table). 
I  will  ask  you  to  look  at  this  map. 

Senator  Smith  of  Michigan.  1  would  like  the  distance. 

Mr.  Thom.  About  23  miles. 

(After  informal  discussion.) 

Senator  Poindexter.  What  road  is  that  that  comes  down  to 
Pocket  from  the  mines  ? 

f    Mr.  Thom.  That  is  the  Black  Mountain  road  that  they  sold. 
W"  The  Chairman.  Will  you  state  for  the  record  what  the  Southern 
built — from  where  to  where,  and  when? 

Mr.  Thom.  In  response  to  the  chairman's  question,  I  will  state 
that  Imboden  is  a  point  about  5  miles  soutnwest  of  Appalachia. 
Is  that  right  ? 

Mr.  McCuE.  About  2  miles. 

Mr.  Thom.  About  2  miles  southwest  of  Appalachia.  The  Southern 
Railway  Co.  built,  in  pursuance  of  this  contract  which  has  been  under 
discussion,  the  road  from  Imboden  to  Pocket,  to  a  junction  with  the 
Black  Mountain  road,  a  distance  of  18  and  a  fraction  miles.  It  was 
completed  in  1908. 

Senator  Smi'»  h  of  Michigan.  I  think  the  record  ought  to  show  that 
that  road  was  parallel  with  the  Louisville  &  Nashvifle. 

Mr.  Thom.  it  is. 

Mr.  Lyon.  I  just  wanted  to  ask  that,  to  get  it  on  the  record,  that 
it  paraDeled  an  existing  Une,  did  it  not,  Mr.  Thom? 

Mr.  Thom.  It  was  what  Mr.  Dulaney  provided  should  be  done  in 
his  contract. 

Mr.  Lyon.  Not  Mr.  Dulaney 

Mr.  Douglas.  Please  do  not  mix  up  your  statement  with  what  Mr. 
Dulaney  testified  to. 

Mr.  Thom.  Shall  Mr.  Lyon  be  allowed  to  make  all  these  statements 
and  I  not  be  allowed  to  make  any  ? 

Mr.  Douglas.  He  was  trying  to  correct  you. 

Mr.  liYON.  I  was  trying  to  get  on  the  record  what  Senator  Smith 
referred  to,  that  it  did  parallel  the  Louisville  &  Nashville. 

Mr.  Thom.  Senator  Smith  said  that,  and  nobody  denied  it. 

The  Chairman.  From  Imboden  to  Appalachia,  and  also  up  t^ 
Inman,  was  that  road  in  existence  at  the  time  the  Southern  made  th© 
extension,  and  had  it  already  been  built  by  the  Virginia  &  South"" 
western  ? 
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Mr.  Thom.  The  Virginia  &  Southwestern  extended  to  Imboden  at 
the  time  of  this  contract,  did  it,  Mr.  McCue  ? 

Mr.  MgCue.  To  Inman;  that  was  a  part  of  the  old  line. 

Mr.  Thom.  And  at  that  time  extended  up  to  Linden  also. 

The  Chaibman.  I  asked  that  question  so  we  would  imderstand  the 
roads  that  were  built  there. 

Mr.  Thom.  Of  course,  you  understand  that  from  Appalachia  south- 
west up  to  Ininan,  that  had  no  reference  to  this  contract.  That  was 
&  part  of  the  old  Virginia  &  Southwestern  road. 

The  Chaibman.  I  imderstand,  but  I  wanted  to  know  what  railroad 
owned  that  piece  of  track. 

Senator  Smith  of  Michigan.  That  is  the  way  they  got  into  the 
Virginia  Iron,  Coal  &  Coke  Co.'s  plant. 

Senator  Poindexteb.  Mr.  Dmaney,  when  you  built  the  Black 
Moimtain  Railway,  what  road  did  you  connect  with  ? 

Mr.  DuLANEY.  The  Louisville  &  Nashville. 

Senator  Poindexteb.  How  long  after  that  was  it  you  sold  to  the 
Virginia  &  Southwestern  ? 

Mr.  DuLANEY.  A  year  or  so. 

Senator  Poindexteb.  Had  the  Virginia  &  Southwestern  built  into 
Pocketprevious  to  your  sale ? 

Mr.  DuLANEY.  They  had  not. 

Senator  Poindexteb.  How  long  after  your  sale  to  the  Virginia  & 
Southwestern  did  the  Virginia  &  Southwestern  extend  its  line  to 
Pocket  ? 

The  Chaibman.  You  mean  the  L.  &  N.  ? 

Senator  Poindexteb.  No;  the  Virginia  &  Southwestern. 

Mr.  DuLANEY.  About  two  and  a  haK  years,  as  I  now  remember  it. 

Senator  Poindexteb.  The  L.  &  N.  was  in  there  before  ? 

The  Chaibman.  The  L.  &  N.  was  up  to  Pocket  at  the  time  you  sold 
the  Black  Mountain  to  the  Virginia  &  Southwestern  ? 

Air.  DuLANEY.  It  was;  yes,  sir. 

The  Chairman.  Is  that  the  Uttle  piece  of  road 

Mr.  DuLANEY.  From  Pennington,  in  red. 

The  Chaibman.  Was  that  the  Uttle  piece  of  road  you  stated  that 
the  tminel  was  on  ? 

Mr.  Dulaney.  That  is  correct.. 

Mr.  Thom.  Senator  Poindexter,  you  understand  that  this  con- 
struction of  the  Virginia  &  Southwestern  to  Pocket  was  in  pursuance 
of  this  contract  ? 

Senator  Poindexteb.  Yes. 

Senator  Smith  of  Michigan.  Section  5. 

Mr.  Dulaney.  I  wish  to  add  to  that  that  the  Virginia  &  South- 
western had  the  right  not  to  build  a  new  line,  but  to  use  the  Louis- 
ville &  Nashville. 

Mr.  Thom.  But  it  actually  built  the  new  line  ? 

Mr.  Dulaney.  It  did. 

Mr.  Thom.  Now,  at  the  time  that  you  were  getting  your  coal 
throug^h  Pocket  and  Pennington,  over  the  line  of  the  Louisville  & 
Nashville  to  Appalachia,  who  paid  the  expense  of  handling  your 
coal  down  to  Pocket  ? 

Mr.  Dulaney.  Do  you  mean  what  railroad  ? 

Mr.  Thom.  Well,  didn't  you  do  that?  Did  you  not  bear  that 
expense? 
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Mr.  DuLANEY.  I  did  not,  if  that  is  what  you  mean. 

Mr.  Thom.  Did  not  the  coal  operators  there  bear  that  expense  ? 

Mr.  Douglas.  You  mean  the  expense  of  transporting  the  coal 
from  the  mines  to  Pocket  ? 

Mr.  Thom.  Yes,  sir. 

Mr.  DuLANEY.  I  really  can  not  answer  that,  because,  as  I  have 
stated,  it  was  a  brand  new  situation  and  the  rate  conditions  had  really 
not  been  worked  out,  as  far  as  I  recollect,  Colonel. 

Mr.  Thom.  Did  not  the  Louisville  &  Nashville  impose  upon  you 
and  your  operators  the  obligation  to  deliver  the  coal  to  them  at 
Pocket  ? 

Mr.  DuLANEY.  That  may  be  true,  but  I  can  not  answer  it. 

Mr.  Thom.  Now,  however,  and  immediately  after  and  ever  since 
the  construction  of  this  intervening  link  between  Imboden  and 
Pocket,  the  Virginia  &  Southwestern  operates  up  over  the  Black 
Mountain  Railroad  to  the  coal-mining  operations  ? 

Mr.  DuLANEY.  It  owns  the  Black  Mountain  division  and  oper- 
ates it. 

Mr.  Thom.  Yes.  So  that  the  situation  since  that  is  that  the 
Virginia  &  Southwestern  Railway  operates  directly  to  mines  in  the 
Black  Mountain  district,  whereas,  if  I  am  right,  before  that  time 
the  operators  had  to  deliver  their  coal  at  Pocket  to  the  Louisville  & 
Nashville,  and  then  pay  25  cents  for  delivering  it  to  the  Virginia  & 
Southwestern  ? 

Mr.  DuLANEY.  If  all  your  statements  are  correct. 

Mr.  Thom.  And  vou  do  not  know  that  they  are  not  correct  ? 

Senator  Smith  oi  Michigan.  I  will  tell  you,  frankly,  I  would  like 
to  know  whether  they  are  correct  or  not. 

Mr.  Thom.  I  am  going  to  put  a  witness  on  to  tell.  I  thought  I 
could  prove  it  by  a  gentleman  who  knows  so  very  much  about  the 
Black  Mountain  district. 

Senator  Smith  of  Michigan.  I  would  like  very  much  to  know 
whether  it  was  advantageous  to  the  Black  Moimtain  owners  to  haul 
their  coal  to  Pocket  before  they  could  turn  it  over  to  the  Louisville 
&  Nashville  road,  and  whether  they  are  now  saved  that  expense  ? 

Mr.  DuLANEY.  I  wish  to  say,  in  explanation,  that  the  conditions 
in  the  Black  Mountain  field  have  not  been  complained  of;  they  are 
excellent  in  every  way.  The  condition  complained  of  is  the  fact 
that  after  all  these  investments,  both  by  the  Southern  Railway 
and  the  operators  in  the  field  and  the  people  interested  in  the  landf, 
we  are  so  bottled  up  that  we  can  not  get  out. 

Senator  Smith  of  Michigan.     That  is,  you  can  not  get  to  tidewater  t 

Mr.  DuLANEY.  We  can  not  get  anywhere  on  a  profitable  basis  at 
the  present  time. 

Mr.  Thom.  1  am  coming  to  all  that.  I  am  going  to  treat  in  detail 
that  situation  and  get  to  flie  Andys  Ridge  case  soon;  but  I  have  not 
gotten  to  the  Andys  Ridge  case  yet. 

Mr.  DuLANEY.  1  hope  you  will  get  us  out.  You  have  got  us  in 
that  way. 

Mr.  Thom.  I  am  going  to  ttj. 

Now,  Mr.  Dulaney,  the  Southern  Railway  Co.,  having  built  a  mil- 
lions dollars'  worth  of  railroad  to  get  into  that  Black  Mountam  field 
and  operating  up  to  the  mines,  and  the  10-cent  differential  which  you 
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imposed  by  your  contract  having  been  removed,  you  are  on  the  exact 
basis  of  rate  as  every  other  coal  operation  in  the  Appalachian  field, 
including  the  Black  Mountains  in  that  field  ? 

Mr.  DuLANEY.  I  answered  that  we  were  in  1909,  as  stated. 

Mr.  Thom.  And  in  what  respects  are  you  on  a  different  basis  now  ? 

Mr.  DxJLANEY.  in  this  respect,  that  the  Southern  Railway,  as  I  have 
shown  by  the  figures,  is  buymg  from  the  two  trust  operations  certainly 
as  much  coal  as  they  could  expect  to  sell  through  the  Knoxville  toll- 
gate — beyond  the  Knoxville  toUgate 

Mr.  Thom.  WelL  then,  as  to  rates  you  are  on  an  exact 

Mr.  DuLANEY.  One  moment,  please,  sir. 

Mr.  Thom.  Oh,  I  did  not  know  you  had  not  finished. 

Mr.  DuLANEY.  In  another  respect,  touching  the  Stonega  property, 
the  short  raihx>ad  owned  by  the  Stonega  property,  as  I  understand, 
has  been  made  a  party  to  tnrough  rates,  and  gets  a  very  liberal  com- 
pensation out  of  that  through  rate  for  coal,  not  only  from  its  own 
mines,  but  from  the  independent  mines  located  on  it.  That  is  a  sub- 
ject that  will  be  taken  up  by  your  rate  expert. 

Mr.  Thom.  Who  is  the  rate  expert? 

Mr.  DuLANEY.  Mr.  Wright,  sir. 

Mr.  Thom.  I  was  not  alluding  in  my  question  to  a  movement  over 
the  Norfolk  &  Western  Railroad.  I  am  alluding  now  to  the  move- 
ments over  the  Virginia  &  Southwestern  and  Southern,  and  my 
question  is  whether  or  not  you  are  on  exactly  the  same  basis  of  rates 
as  to  coal  moving  over  the  Virginia  &  Southwestern  Railway  and 
Southern  as  every  other  operator  in  that  Appalachian  field  ? 

Mr.  DuLANEY.  Technically  that  is  true,  with  the  explanation  which 
I  make. 

Mr.  Thom.  And  the  only  diflFerence  between  you  and  them  is  that 
the  Southern  Railway  Co.  buys  some  of  its  fuel  coal  from  them  ? 

Mr.  DuLANEY.  I  have  just  stated  in  my  own  language 

Mr.  Thom.  Is  that  all 

Mr.  Douglas.  Let  him  answer  the  question. 

Mr.  DuLANEY.  I  do  not  care  to  use  your  language  in  that  particu- 
lar question,  Colonel. 

Mr.  Thom.  Is  that  the  only  difference  ? 

The  Chairman.  State  whether  or  not  that  is  the  only  difference. 

Mr.  DuLANEY.  If  by  ''only"  he  refers  to  the  coal 

The  Chairman.  Fuel  coal,  he  said. 

Mr.  DuLANEY.  No;  that  is  not  the  only  difference. 

The  Chairman.  Well,  what  other  difference  is  there  ? 

Mr.  DuLANEY.  The  contract  which  the  Virginia  &  Southern  has 
with  the  little  road — I  think  it  is  called  the  Interstate  and  belongs  to 
the  same  people  who  own  the  Stonega — ^is  the  other  complaint,  and 
it  is  that  complaint  that  your  rate  man  will  explain. 

Senator  Smith  of  Michigan.  We  ought  not  to  have  to  go  to  any 
expert  to  find  that  out.  If  the  rates  are  all  the  same,  if  there  is  a 
^iniform  rate  there,  why,  of  course,  you  come  under  it.  If  there  is 
uot,  if  there  is  a  patronage,  of  which  you  complain,  in  favor  of  your 
rivals,  which  you  do  not  get  yourself ,  that  is  pretty  difficult  to  remove. 

Mr.  DxjLANEY.  May  I  ask  if  the  contract  between  the  Southern 
Railway  and  the  Stonega  Railroad,  the  Interstate,  may  be  introduced 
and  speak  for  itself  ? 
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The  Celairman.  I  understood  you  to  say  yesterday  that  that  little 
railroad  was  allowed  25  cents  a  ton  for  hauun^  of  coal 

Mr.  DuLANEY.  That  is  toward  the  Norfolk  &  Western. 

Tne  Chairman.  The  Norfolk  &  Western  ? 

Mr.  DuLANEY.  Yes,  sir. 

Senator  Poindexter.  Is  not  that  one  of  the  most  important  points 
in  your  whole  controversy? 

Mr.  DuLANEY.  It  is,  sir. 

Senator  Poindexter.  That  coal  shipped  out  over  the  Norfolk  & 
Western  has  the  advantage  over  that  shipped  out  over  the  Southern  ? 

Mr.  Douglas.  That  is  the  whole  proposition. 

Mr.  DLT.ANEY.  That  is  an  important  proposition. 

Senator  Poindexter.  The  tendency  seems  to  be  to  treat  it  as  of  no 
importance.  You  seem  to  ignore  that.  I  understand  you  were  com- 
plaining about  that  when  you  started  this  controversy. 

Mr.  DuLANEY.  That  particular  subject  had  not  been  arrived  at  in 
this 

Mr.  Thom.  I  am  conling  to  that. 

Senator  Poindexter.  It  seems  to  me  you  have  been- 


Mr.  DuLANEY.  And  I  wish  to  explain  that  the  rate  expert 

Senator  Poindexter.  The  rate  expert  is  not  on  the  witness  stand. 
You  are  on  the  witness  stand  now.  We  are  asking  you  these  ques- 
tions. If  you  do  not  know,  you  ought  to  say  so,  and  then  we  can  go 
on  to  some  other  phase  of  the  case. 

Mr.  Dulaney.  I  have  said  that  I  do  not  know  the  details,  and  have 
asked  that  the  contract  as  between  the  Virginia  &  Southwestern  and 
Southern  Railway  and  the  Interstate  be  produced,  so  that  we  may  get 
at  the  real  facts.     As  I  understand,  that  is  what  you  are  seeking. 

Mr.  Thom.  Right  now,  in  this  (][uestion,  I  am  seeking  this:  To  know 
whether  there  is  anv  difference  m  rates  at  all  with  respect  to  coal 
moving  from  your  neld  over  th^  Virginia  &  Southwestern  Railway 
and  Southern  and  other  coal  in  the  Appalachian  district  moving  over 
the  same  roads? 

Mr.  Dulaney.  I  have  answered  that  question  the  best  I  can,  and 
can  not 

•Mr.  Thom.  Mr.  Dulaney,  answer  it  yes  or  no. 

Senator  Smith  of  Michigan.  Let  us  have  that,  Mr.  Dulaney,  if  you 
can.  I  do  not  want  you  to  say  that  you  can  not;  but  if  you  can, 
answer  that  yes  or  no,  and  it  will  be  very  helpful. 

Mr.  Dulaney.  I  can  not  answer  it  yes  or  no  without  making  an 
explanation. 

Mr.  Douglas.  Make  the  explanation,  if  you  know;  you  have  said 
it  half  a  dozen  times  before. 

Senator  Smith  of  Michigan.  Yes;  I  heard  that. 

Mr.  Douglas.  Let  us  have  the  stenographer  repeat  the  question 
to  him. 

(The  stenographer  thereupon  read  as  follows:) 

Mr.  Thom.  Right  now,  in  thig  question,  I  am  seeking  this:  To  know  whether  there 
i3  any  difference  ia  rates  at  all  with  reapect  to  coal  mo  /iag  from  your  field  over  the 
Virgmia  &  Southwestern  Railway  and  Southern  and  other  coal  in  the  Appalachian 
district  moving  over  the  same  roads? 

Mr.  Thom.  In  rates;  I  allude  now  to  rates,  simply. 

Mr.  Douglas.  You  mean  rates  moving  to  the  southeast? 

Mr.  Thom.  Moving  over  these  roads. 
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Mr.  RiXEY.  The  Virffinia  &  Southwestern  and  Southern  Railway. 

Mr.  Douglas.  Via  me  Southern  Railway  and  Virginia  &  South- 
western ? 

Mr.  Thom.  Yes. 

Mr.  DuLANBY.  Technically  and  nominally  the  rates  appear  to  be 
the  same. 

Senator  Smith  of  Michigan.  All  right. 

Mr.  Douglas.  Go  ahead  now  and  make  any  further  qualification 
you  want  in  that  connection. 

Mr.  DuLANEY.  As  I  have  stated,  the  Southern  Railway,  since  the 
Andys  Ridge  case,  as  shown  by  the  record,  has  given  to  the  Stonega 
mines  and  to  the  mines  of  the  Virginia  Iron,  Coalife  Coke  Co.  business 
probably  more  than  either  one  of  these  companies  could  have  ob- 
tained at  points  south  of  Ejioxville,  passing  through  Knoxville, 
where  the  differential  has  been  made  35  cents. 

Mr.  Thom.  Mr.  Dulaney,  you  have  no  coal  to  sell,  have  you  ?  You 
are  not  engaged  in  the  coal-mining  business  ? 

Mr.  Douglas.  You  mean  Mr.  Dulaney  individually,  the  Black 
Mountain  Coal  Co.,  or  the  operators  of  the  Black  Moimtain  fields  ? 

Mr.  Thom.  I  mean  the  company  Mr.  Dulaney  is  here  representing. 

Mr.  Douglas.  You  used  the  term  ''you,''  and  that  is  characteristic 
and  often  your  questions  may  be  construed  different  ways.  If  you 
mean  the  ]Black  Mountain  Coal  Co.,  I  beg  that  you  say  the  Black 
Mountain  Coal  Co.;  if  you  mean  Mr.  Dulaney,  you  should  express 
yourself  in  the  way  in  which  you  mean  him  to  understand  it. 

Mr.  Thom.  I  do  not  think  Mr.  Dulaney  misunderstands  me. 

Mr.  Douglas.  I  might  imderstand  you  -if  I  had  sufficient  intelli- 
gence. 

Mr.  Thom.  All  right.  I  have  no  doubt  you  have  intelligence; 
»we  won't  dispute  on  that  subject. 

What  I  am  alluding  to,  Mx.  Dulaney,  is  whether  or  not  the  com- 
pany which,  as  I  understand  it,  you  are  the  president  of,  the  Black 
Mountain  Coal  Land  Co.,  has  any  coal  to  sell;  whether  or  not  that 
conapany  is  engaged  at  all  in  the  coal-mining  business. 

Mr.  Dulaney.  It  is  not,  sir;  but  I  am  mterested  in  one  of  the 
conipanies  in  the  field  that  does  ship  coal  when  it  can. 

Mr.  Thom.  Do  you  know  whether  or  not  the  operators  in  that  field 
who  are  your  lessors,  other  than  the  Virginia  Iron,  Coal  &  Coke  Co., 
were  invited  to  make  bids  for  the  Southern  Railway  fuel  ? 

Mr.  Dulaney.  I  do  not  know,  sir;  I  do  not  know  anything  about  it. 

Senator  Smfth  of  Michigan.  You  mean  lessors  ? 

Mr.  Thom.  Lessees,  that  had  coaJ. 

Senator  Smfth  of  Michigan.  That  is,  his  lessees. 

Mr.  Thom.  Yes,  sir. 

Senator  Smith  of  Michigan.  You  said -^ lessors.'' 

Mr.  Thom.  Did  I  say  ^* lessors''  ?    I  meant  ^'lessees." 

Mr.  Dulaney.  I  have  heard  that  one  operation  in  the  field  fur- 
nishes coal  to  the  locomotive  which  shifts  the  empty  and  loaded  cars 
in  that  field. 

Mr.  Thom.  It  does  not  do  that  free,  does  it? 

Mr.  Dulaney.  Oh,  no. 

Mr.  Douglas.  Does  it  shift  free  ?     You  mean  it  furnishes  the  coal  ? 

Mr.  Dulaney.  Furnishes  the  coal  for  that  locomotive  and  receives 
pay  for  it,  of  course. 
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Mr.  Thom.  And  you  do  not  know  whether  or  not  the  others  have 
had  an  opportunity  of  bidding  for  the  fuel  contracts  of  the  Southern? 

Mr.  DuLANEY.  I  do  not. 

Mr.  Thom.  Is  it  not  a  fact  that  your  coal  is  very  largely  a  domestic 
coal  rather  than  a  steam  coal,  and  has  some  quaUties  in  that  direction  f 

Mr.  DuLANEY.  Tliat  is  not  a  fact.  It  is  true,  in  part.  One  seam^ 
No.  5,  is  particularly  adapted  to  domestic  uses;  while  several  of  the 
other  seams  are  very  excellent  steam  coal,  as  will  be  shown  by  the 
analyses  furnished. 

Mr.  Thom.  How  thick  are  vour  seams  in  that  field,  as  compared 
with  other  fields  in  the  Appalachian  district  ?  Are  they  thicker  or 
thinner  seams  ? 

Mr.  DuLANEY.  Some  of  them  are  as  thick  and  some  of  them  are  not. 

Mr.  Thom.  What  is  the  general  characteristic  of  them  ? 

Mr.  DuLANEY.  Well,  No.  6  is  about  5^  feet. 

Mr.  Thom.  And  how  do  the  others  nm? 

Mr.  DuLANEY.  No.  5  is  a  thin  seam. 

Senator  Smfth  of  Michigan.  The  same  ? 

Mr.  Thom.  Thin. 

Mr.  DuLANEY.  A  thin  seam,  42  inches;  No.  10  is  probably  6  feet. 

Mr.  Thom.  Can  you  produce  your  coal  at  the  mouth  of  the  mine  at 
as  low  a  cost  as  these  other  operations  in  the  Appalachian  field  ? 

Mr.  DuLANEY.  If  our  mines  were  allowed  to  run  normal,  yes;  if 
allowed  to  nm  half  the  time  and  still  maintain  overhead  charges,  no. 

Mr.  Thom.  If  yours  run  half  the  time  and  the  others  run  half  the 
time,  how  would  it  be,  the  comparative  cost  ? 

Mr.  DuLANEY.  It  would  be  about  the  same. 

Mr.  Thom.  Turning  to  this  point  Senator  Poindexter  referred  to, 
Toms  Creek  is  on  the  Norfolk  &  Western,  is  it  not  ? 

Mr.  DuLANEY.  That  is  correct. 

Mr.  Thom.  When  the  differential  of  10  cents  was  taken  off  the 
Black  Moimtain  field,  pursuant  to  the  Black  Mountain  decision,  and 
that  was  followed  by  the  Southern  putting  the  Toms  Creek  field  on 
the  same  basis  by  taking  off  that  10  cents,  then  the  Norfolk  &  West- 
em  followed  that  reduction  bv  taking  off  10  cents  differential  it  had 
against  Toms  Creek  field,  did  it  not  ? 

Mr.  DuLANEY.  That  is  yoxu*  statement. 

Mr.  Thom.  I  am  asking  the  question.  If  you  do  not  know,  say  so. 
If  you  do  know,  please  tell  me. 

Mr.  DuLANEY.  1  do  not  know,  except  as  vou  state  it. 

Mr.  Thom.  You  have  heard  that  to  oe  a  fact,  have  you  not? 

Mr.  DuLANEY.  I  have  heard  that  the  Southern  voluntarily  removed 
the  10  cents  from  Toms  Creek,  which  was  located  in  Virginia,  after 
the  Interstate  Commerce  Commission  removed  the  10  cents  from  the 
Black  Mountain  field. 

Mr.  Thom.  And  have  you  heard  also  that  that  was  followed  by  the 
Norfolk  &  Western  removing  its  10- cent  differential  against  Toms 
Creek,  and  putting  Toms  Creek  on  the  same  basis  as  the  Pocohontas 
field? 

Mr.  DuLANEY.  Not  in  connection  with  that  transaction.  I  know 
it  to  be  a  fact  that  the  Norfolk  &  Western  did  extend  one  of  its  groups 
down  to  Norton,  and  in  that  way  take  care  of  the  Toms  Creek  mine. 

Mr.  Thom.  And  you  do  not  know 

Mr.  DuLANEY.  One  minute. 
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Mr.  Thom.  Oh,  I  did  not  know  jrou  had  not  finished. 
■^r.  DuLANBY  (continuing).  Which  put  the  Toms  Creek  mines  in 
both  markets  and  in  two  groups. 

Mr.  Thom.  You  do  not  know,  or  do  you  or  not  know,  that  that 
was  done  after  and  as  a  consequence  of  the  removal  of  the  10  cent 
differential  which  the  Southern  Railway  extended  to  the  mines  as 
far  east  of  Appa^&chia  as  it  extended  to  your  mines  the  same  distance 
west  of  Appalachia  ? 

Mr.  DuLANEY.  I  do  not  know.  I  do  not  see  how  there  could  be 
any  connection  between  the  two,  except  from  contract  between  the 
railroads. 

Mr.  Thom.  Yes,  yes.  In  other  words,  you  never  heard  of  one 
railroad  meeting  the  rates  of  another. 

Mr.  DuLANEY.  I  do  not  consider  a  competitive  point  at  all,  sir. 

Mr.  Thom.  Both  railroads  reach  Toms  Creek,  do  they  not  ? 

Mr.  DxjLANEY.  They  do. 

Mr.  Thom.  What  prevents  them  from  being  competitive  ? 

Senator  Poindexter.  What  ^'both  railroads''  ? 

Mr.  Thom.  The  Norfolk  &  Western  and  the  Virginia  &  South- 
western. 

Senator  Poindexter.  Reach  Toms  Creek  ? 

Mr.  Thom.  Yes,  sir. 

Mr.  Douglas.  Over  trackage  on  the  Norfolk  &  Western. 

Senator  Poindexter.  It  has  an  agreement  between  the  two  roads, 
has  it  not  ? 

Mr.  Lyon.  Yes,  sir. 

Senator  Poindexter.  That  is  quite  a  different  proposition  from 
owning  their  own  road. 

Mr.  Thom.  The  Virginia  &  Southwestern  operates  its  trains  into 
Toms  Creek,  does  it  not 

Senator  Poindexter.  Under  contract  with  the  Norfolk  &  Western  ? 

Mr.  Thom  (continuine:).  By  which  it  gets  trackage  rights? 

Mr.  Lyon.  East  of  Norton,  but  does  not  get  trackage  west  of 
Norton. 

Mr.  DuLANEY.  What  I  fail  to  see  is  this:  Why — after  the  Southern 
Railway  voluntarily  removed  the  10-cent  differential  from  Toms 
Creek  for  movements  south,  why  the  Norfolk  &  Western  should 
undertake  to  meet  that  by  removing  a  10-cent  differential,  which 
would  allow  that  coal  to  move  to  Norfolk  ? 

Mr.  Lyon.  And  to  tidewater,  does  it  not,  Mr.  Dulaney  ? 

Mr.  Dulaney.  And  to  tidewater.  I  can  see  no  connection  between 
the  two. 

Mr.  Douglas.  Except  a  double  favor? 

Mr.  Dulaney.  Except  a  double  favor. 

Mr.  Thom.  Without  reference  to  the  connection,  I  want  to  know 
whether  or  not  you  know  it  to  be  a  fact  ? 

Mr.  Dulaney.  I  know  it  to  be  a  fact  that  the  two  differentials 
were  removed. 

Mr.  Thom.  And  you  know  that  that  removal  of  the  differential 
applied  to  coal  moving  into  the  Carolinas  from  Toms  Creek  by  the 
Norfolk  &  Western,  and  to  coal  moving  from  Toms  (>eek  via  the 
Virmnia  &  Southwestern  and  Southern  into  the  Carolinas  ? 

Mr.  Dulaney.  I  do  not,  sir. 
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Mr.  Thom.  Now,  Mr.  DulaJiey,  the  Norfolk  &  Western,  operating 
over  its  own  tracks  to  Toms  Creek,  a  point  on  its  own  line,  how 
would  you  get  your  coal  from  Black  Mountain  to  the  Norfolk  & 
Western  rails  ? 

Mr.  DuLANEY.  I  do  not  understand  the  Question. 

(The  question  was  read  by  the  stenograpner.) 

Mr.  DuLANEY.  I  simply  do  not  understand  that  proposition. 
Simplify  it,  please,  sir. 

Mr,  Thom.  I  will  endeavor.  I  do  not  see  how  it  can  be  made 
much  simpler.  I  want  to  know  how  you  would  get  your  coal  from 
Black  Mountain  to  the  Norfolk  &  Western  rails  at  Norton  ? 

Mr.  DuLANEY.  That  is  a  different  question. 

The  Chairman.  Well,  answer  it. 

Mr.  DuLANEY.  There  are  two  connections,  as  may  be  seen  from 
the  map:  One  Virginia  &  Southwestern  from  BlacK  Mountain  to 
Norton,  another  Louisville  &  Nashville  from  Black  Mountain  to 
Norton.  If  Toms  Creek  enjo3rs  the  privilege  of  the  two  roads,  why 
should  not  Black  Mountain  enjoy  the  privilege  of  the  two  roads? 

Mr.  Thom.  The  Toms  Creek  does  not  enjoy  the  privilege  of  the 
two  roads  when  it  passes  over  the  Norfolk  &  Western,  does  it  ? 

Mr.  DuLANEY.  Cfertainly  not. 

Mr.  Thom.  Well,  now,  when  you  want  to  ship  over  the  Norfolk  & 
Western  from  Black  Mountain  via  Norton,  you  would  have  not  only 
the  service  of  the  Norfolk  &  Western,  but  you  would  have  the  service  of 
one  or  other  of  the  two  roads  leading  from  Black  Mountain  to  Norton. 

Mr.  DuLANEY.  We  ought  to  have. 

Mr.  Thom.  So  that,  of  course,  you  would  not  expect  your  coal  to 
be  carried  from  Black  Mountain  to  Norton  for  nothing  ? 

Mr.  DuLANEY.  Certainly  not.  I  would  expect  the  coal  from 
Black  Mountain  that  passes  through  Norton  to  far  distant  points— 
that  a  part  of  the  local  rate  should  be  absorbed  by  the  long  haul  by 
the  Norfolk  &  Western,  just  as  it  does  in  many  cases  on  coal  that 
starts  more  than  a  hundred  miles  west  of  Black  Mountain  and  passes 
through  Norton.  After  it  passes  through  Norton  the  Norfolk  & 
Western  absorbs  a  part  of  the  through  rate,  as  in  the  case  which  I 
recited  yesterday,  coal  boimd  to  Winston  Salem. 

Mr.  KiXEY.  liiat  Ls  information — absorbs  the  through  rate  from 
where  ? 

Mr.  DuLANEY.  A  part  of  the  local  rate. 

Mr.  RiXEY.  From  where  ? 

Mr.  DuLANEY.  Froni  the  mines  located  on  the  Louisville  &  Nash- 
viQe  west  of  Black  Mountain. 

Mr.  Lyon.  The  Jellico  group. 

Mr.  DuLANEY.  Through  Norton. 

Mr.  Thom.  Does  the  Norfolk  &  Western  pay  for  the  transportation 
of  any  coal  to  its  own  mines  from  any  mine  in  tne  Appalachian  district? 

Mr.  DiiLANEY.  I  can  not  answer  that;  but  it  does  from  mines  west 
of  the  Appalachian,  which  pass  through  the  Appalachian 

Mr.  Thom.  Now 

Mr.  DuLANEY.  May  I  go  further  ? 

Mr.  Thom.  Why,  certainly. 

Mr.  DuLANEY.  i  do  not  remember  exactly  the  concession.  The 
rate  from  Norton,  say,  to  Winston-Salem  is  $2.10.     If  we  undertake  to 
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ship  from  Black  Mountain  to  Winston-Salem,  we  pay  $2.10  plus  the  34 
cents  local.  If  mines  west  of  Black  Mountain  100  miles  ship  coal 
through  the  Black  Mountain  field  through  the  Appalachian  district  to 
Norton,  the  Norfolk  &  Western  receives,  say,  $1.70  from  Norton  as  its 
part  to  Winston-Salem. 

Mr.  Thom.  Does  not  a  shipment  of  coal  from  Stonega,  in  the  Appa- 
lachian district,  to  a  junction  with  the  Norfolk  &  Western  and  then 
via  the  lines  of  the  Norfolk  &  Western  pay  the  fuU  sum  of  $1.40  to  the 
Norfolk  &  Western  ? 

Mr.  DuLANEY.  Yes;  and  adds  to  it  25  cents  for  a  service  that  is 
worth  possibly  5  to  10  cents. 

Mr.  THOM.  It  in  some  wavs  gets  at  its  own  expense  or  at  some  ex- 
pense other  than  the  Norfolk  &  Western  to  get  its  coal  to  the  Norfolk 
&  Western  rails,  does  it  not  ? 

Mr.  DmLANEY.  I  will  grant  that. 

Mr.  Thom.  Your  complaint,  therefore,  is 

Mr.  DuLANEY.  One  moment.  However,  I  should  like  for  the  com- 
mittee to  ask  for  the  joint  rate  arrangement  between  the  Norfolk  & 
Western  Railway  and  the  Interstate  Kailway. 

Senator  Smfth  of  Michigan.  I  suppose  we  wiU  be  furnished  with 
that,  gentlemen  ? 

Mr.  Thom.  I  do  not  represent  the  Interstate. 

Mr.  RiXEY.  Just  a  moment;  in  the  interest  of  verification. 

Mr.  Douglas.  The  agreement  sj)eaks  for  itself. 

Mr.  RiXEY.  For  the  purpose  of  information,  I  understand  that  he 
is  talking  about  the  rate  from  Stonega  or  Appalachia  to  tidewater,  the 
rate  of  $1.65,  and  he  says  that  the  Norfolk  &  Western  makes  some 
concession  to  the  Stonega  or  Appalachia  operators  or  to  the  owners  of 
the  Interstate  Railroad. 

Mr.  DmLANEY.  You  understand  I  say  that  ? 

Mr.  RiXEY.  Yes. 

Mr.  DuLANEY.  I  certainly  did  not. 

The  Chairman.  Let  him  go  ahead. 

Mr.  RixBY.  The  fact  is,  I  understand  that  the  Norfolk  &  Western 

fets  from  Norton,  out  of  that  rate  of  $1.40,  its  published  rate  from 
[orton. 

Mr.  Thom.  Mr.  Dulaney  said  that 

Mr.  RxxEY.  I  beg  your  pardon.     He  said  make  some  concession  out 
of  the  rate. 
Mr.  Thom.  Oh,  no. 
You  stand  in  your  Black  Mountain  field  under  the  necessity  of 

fetting  your  coal  some  miles  to  the  Norfolk  &  Western  Railroad, 
low  many  miles  are  you  away  from  Norton  ? 

Mr.  Dulaney.  It  is  about  30  miles. 

Mr.  Thom.  About  30  miles  ? 

Mr.  Dulaney.  Yes,  sir. 

Mr.  Thom.  So  you  stand  in  the  necessity  of  getting  your  coal  30 
miles  to  get  it  on  the  Norfolk  &  Western's  track,  and  the  question  is, 
then,  whether  the  Norfolk  &  Western  Railroad  Co.  will  pay  to  get 
your  coal  that  number  of  miles.  You  think  it  ought  to  and  tney 
think  they  ought  not  to.     That  is  all  there  is  in  that,  is  it  not  ? 

Mr.  Dulaney.  I  think  there  is  a  great  deal  more  in  it,  but  let  it  go 
at  that.    That  is  your  statement. 
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The  Chaibman.  Mr.  Thorn,  we  will  have  to  go  now.  The  hour  has 
arrived  when  we  usually  take  our  adjournment.  Have  you  the  two 
decisions  of  the  Interstate  Commerce  Commission  ? 

Mr.  Thom.  Yes,  sir;  I  have  them  and  will  put  them  in  this  after- 
noon. 

■ 

The  Chairman.  Very  well.    We  will  meet  again  at  3  o'clock. 
(Thereupon,  at  12.05,  the  committee  took  a  recess  until  3  o'clock 
this  afternoon.) 

AFTER   RECESS. 

The  committee  reassembled  at  3  o'clock  p.  m. 
The  Chairman.  You  may  proceed,  Mr.  Thom. 

TESTIMONY  OF  MB.  BENJAMUT  L.  DULAlfET  (Besnmed). 

Mr.  Thom.  Mr.  Dulaney,  at  the  adjournment  for  recess  we  were 
talking  about  the  situation  relat'uig  to  getting  coal  traffic  from  your 
fields  to  the  Norfolk  &  Western  rails  at  Norton.  I  had  asked  you 
whether  or  not  that  did  not  involve  the  service  of  some  other  railroad 
in  order  to  get  your  traffic  to  the  Norfolk  &  Western  rails,  and  I  tlunk 

irou  said  that  it  did  involve  some  other  road.     I  also  asked  you  the 
ength  of  haul  that  would  be,  and  you  said  about  33  nules.    Am  I 
right  in  my  memory  about  that  ? 

Mr.  DuLANEY.  About  30  miles,  I  think  I  said.     Call  it  33,  if  you  wiD. 

The  Chairman.  Mr.  Dulaney  said  about  30  miles. 

Mr.  Thom.  Now,  if  the  Norfolk  &  Western  Railway  Co.  did  pay  out 
of  its  receipt  of  $1.40  for  getting  your  coal  from  the  Black  Mountain 
district  to  its  rails  at  Norton,  it  would  be  doing  for  you  something  that 
it  does  not  do  for  any  other  coal-mining  operation  m  the  Appalachian 
district.  This  may  be  a  repetition,  but  I  want  to  get  the  line  of 
thought  connected  up. 

Mr.  Dulaney.  That  is  your  statement.    Now,  what  is  the  question  ? 

Mr.  Thom.  Simply  repeat  the  question  and  add  this:  Is  not  this  so! 

The  Chairman.  The  question  is  if  the  statement  Mr.  Thom  made  is 
correct. 

Mr.  Dulaney.  I  do  not  know  whether  it  is  correct  or  not. 

Mr.  Thom.  You  do  not  know  anything  to  the  contrary  of  its  being 
correct  ? 

Mr.  Dulaney.  I  have  heard  that  the  interstate  road  receives  25 
cents  for  the  haul  to  Norton. 

Mr.  Thom.  But  that  it  not  out  of  the  $1.40  that  the  Norfolk  & 
Western  has  ?    That  is  in  addition  to  the  $1 AO,  is  it  not  ? 

Mr.  Dulaney.  That  is  in  addition,  but  it  would  give  a  profit  of, 
certainly,  15  cents  to  the  hauler,  which  is  owned  by  the  same  people 
who  own  the  coal. 

Mr.  Thom.  In  other  words,  they  would  be  paying,  in  your  opinion, 
this  25  cents  for  that  haul,  but  the  Norfolk  &  Western  in  handling  that 
traffic  would  be  getting  its  full  rate  of  $1.40  ? 

Mr.  Dulaney.  Certainly.    But,   as  I  have  already  shown,  the 
Norfolk  &  Western  does  divide  that  rate  with  coal  mined  west  of  th 
Black  Mountain  field. 

Mr.  Thom.  In  some  other  field  ? 

Senator  Poindexter.  Divide  the  $1.40  rate? 

Mr.  Dulaney.  I  do  not  know  that  they  divide  the  $1.40. 
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Mr.  Thom.  What  you  axe  referring  to,  I  imagine,  is  the  rate  from 
Jellico  to  Winston-Salem,  which  is  $2.40  per  net  ton.  That  is  what 
they  divide. 

Mr.  DuLANEY.  Out  of  which,  as  I  imderstand,  the  Norfolk  & 
Western  receives  $1.70  from  Norton  to  Winston-Salem.  Now,  if  they 
would  give  us  the  same  division,  $1.70  plus  34  cents,  the  local  rate, 
it  would  treat  our  field  just  as  it  does  the  other. 

Mr.  Thom.  I  am  not,  in  these  questions,  dealing  with  the  merits 
or  the  demerits  of  the  Norfolk  &  Western's  position,  but  what  I  am 
trving  to  brine  out  is,  if  it  gave  a  $1.40  rate  from  jout  mines  to  Nor- 
folk it  would  l)e  receiving  less  on  your  coal  than  it  receives  on  coal 
originating  on  its  own  lines.     Is  not  that  so  ? 

^fir.  DuLANEY.  That  is  partially  so,  sir.  I  understand  that  the 
Norfolk  &  Western's  divisional  rate  with  the  Southern  at  Winston- 
Salem  is  90  cents  from  the  same  territory. 

Mr.  Thom.  I  am  speaking  of  the  tidewater  rate  at  Norfolk,  the  rate 
of  $1.40  from  all  mines  on  its  own  rails.  It  gets  the  full  amount  of 
$1.40  per  ton? 

Mr.  DiTLANEY.  I  really  do  not  know.  I  can  not  answer  that.  I 
am  not  well  enough  informed  in  these  rate  matters  and  that  is  why 
I  had  preferred  to  leave  the  rate  question,  which  I  discussed  very 
little,  to  the  rate  men. 

Mr.  Thom.  I  was  not  under  the  impression  that  you  discussed  it 
very  little.  What  I  want  to  get  at  is,  it  has  gone  through  the  record 
in  your  testimony  that  the  Norfolk  &  Western  Railroad  Co.'s  rate 
from  mines  on  its  own  lines  to  tidewater  at  Norfolk,  is  $1.40.  That 
is  my  understanding  of  your  previous  testimony.  Am  I  wrong  about 
that! 

Mr.  DuLANEY.  As  to  the  Norfolk  &  Western  territory  ? 

Mr.  Thom.  The  rate  from  the  mines  on  the  Norfolk  &  Western 
Railroad  lines  to  Norfolk  for  transshipment  at  Norfolk  is  $1.40. 
That  is  what  I  understood  you  to  testify. 

Mr.  DuLANEY.  I  testified  from  Norton  to  the  docks  at  Norfolk. 

Mr.  Thom.  The  rate  is  $  1 .40  ? 

Mr.  DuLANEY.  $1.40.  But  I  am  not  competent  to  state  as  to  what 
the  rate  is  from  all  points  on  the  Norfolk  &  Western  Railroad  which 
you  were  trying  to  make  me  state. 

Mr.  Thom.  I  was  not  interested  in  any  of  them  except  Norton.  The 
rate,  as  I  understand  you  to  say,  from  Norton  to  Norfolk  for  tide- 
water shipments  of  coal  is  $1.40  per  ton? 

Mr.  DuLANEY.  That  is  correct,  sir. 

Mr.  Thom.  The  Norfolk  &  Western  performs  the  whole  of  that 
service,  does  it  not  ? 

Mr.  DuLANEY.  I  should  say  it  does. 

Mr.  Thom.  And  gets  the  whole  of  the  $1.40? 

Mr.  DuLANEY.  I  should  say  it  does. 

Mr.  Thom.  Now,  if  it  takes  your  coal  on  the  $1.40  rate  from  Black 
Mountain  to  Norfolk,  through  Norton,  it  would  then  receive  for  haul- 
ing your  coal  from  Norton  to  Norfolk  a  less  amount  than  it  would 
receive  for  haulii^  coal  on  its  own  lines  ? 

Mr.  DuLANEY.  Certainly;  that  goes  without  saying.  I  now  add  to 
that  a  particular  I  want  to  call  attention  to,  ana  that  is  that  where 
the  railroads  want  to  cooperate  and  put  in  a  joint  rate,  as  is  the  case 
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with  the  Toms  Creek  property,  they  do  it,  and  where  they  do  not 
want  to  put  in  a  joint  rate  they  do  not  do  it.     I  ako  want  to  call 

E articular  attention  to  that  fact  as  one  of  the  things  that  we  have 
rought  before  this  committee;  that  railroads  ought  not  to  have  the 
power  to  put  any  mine  out  of  business  that  it  chooses  and  to  favor 
aay  other  mine  or  state  the  mine  that  it  chooses  to  favor.  In  this 
particular  case  I  repeat  that  the  Toms  Creek  field  enjoys  the  same 
rate  south  and  uses  three  railroads  to  do  it.  There  are  divisions  in 
there — but  just  what  they  are  I  do  not  know — to  Toms  Creek  south- 
ward, passing  over  three  roads,  all  because  it  is  the  pleasure  of  the 
railroad  to  do  it.  Now,  when  we  ask  the  cooperation  of  these  parallel 
lines,  and  there  is  not  room  in  that  country  for  any  other  lines  a.nd 
there  are  two  lines  paralleling  each  other  from  Appalachia  to  Black 
Mountain,  the  only  possible  recourse  we  would  have  would  be  to 
build  our  own  line,  and  when  we  get  to  Appalachia  we  would  still  be 
bottled  up,  because  we  have  no  connection  except  the  railroads  which 
now  bottle  us  up. 

Mr.  Thom.  You  do  not  mean  to  make  the  impression  on  the  com- 
mittee that  there  is  any  joint  rate  from  Toms  (reek  to  Norfolk,  the 
way  the  coal  moves  ? 

Mr.  DuLANEY.  I  beg  your  pardon.     I  was  not  discussing  Norfolk. 

Mr.  Thom.  That  is  what  I  was  discussing,  and  that  is  what  I  was 
trying  to  call  your  attention  to. 

Mr.  DUT.ANEY.  Let  us  keep  on  one  subject. 

Mr.  Thom.  I  will  be  exceedingly  glad  to  have  you  do  it.  You  are 
the  man  who  jumped  the  subject.  I  am  talking  now  entirely  about 
rates  on  the  Norfolk  &  Western  Railroad  to  Norfolk 

Mr.  DuLANEY.  What  question  had  you  asked  ? 

Mr.  Thom.  I  am  going  to  ask  you  now. 

Mr.  DuLANEY.  The  other  subject  you  do  not  like  to  discuss  ? 

Mr.  Thom.  I  will  get  to  the  other  subjects  and  bring  them  up  and 
you  need  not  fear  of  my  disliking  to  discuss  any  subject.  I  will 
discuss  them  all  with  you  before  I  get  through.  Now,  confininff 
your  attention  to  the  movement  of  cod  from  Toms  Creek  to  Norfolk 
lor  tidewater  shipment  over  the  Norfolk  &  Western  Railroad,  I  am 
obliged,  in  order  to  link  up  what  I  have  previously  said,  to  reiterate 
that  the  Norfolk  &  Western  Railroad  receives  the  whole  of  that  $1.40. 
That  you  have  admitted.  Now,  when  it  comes  to  moving  your  coal 
through  Norton,  I  reiterate  that  you  have  to  use  some  other  railroad's 
facilities  in  getting  to  Norton,  and  your  application  is  for  the  Norfolk  & 
Western  to  pay  for  that  service  to  this  otner  railroad.  Is  not  that  the 
gate  that  you  allude  to  as  being  put  up  against  you  at  Norton  ? 

Mr.  DuLANEY.  Now,  that  is  your  staten  ent  and  not  mine.  I 
would  like  for  you  to  simplify  your  question  and  I  should  be  glad 
to  answer  it. 

Mr.  Thom.  I  will  ask  the  cjuestion  to  be  reread  to  the  witness. 
He  can  not  fail  to  understand  it. 

(The  stenographer  read  the  question  as  above  recorded.) 

Mr.  DuLANEY.  And  what  do  you  refer  to  when  you  mention  my 
application?  I  am  not  aware  that  there  is  any  application  made 
as  to  any  of  these  points  except  to  show  the  facts. 

Mr.  Thom.  I  understand  that  you  have  complained  that  you  can 
not  move  your  coal  through  Norton  to  Norfolk  for  a  total  charge 
of  $1.40,  but  that  you  have  to  pay  for  getting  your  coal  to  Norton, 
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at  which  point  your  coal  would  take  the  $1.40  rate,  and  I  am  asking 
you  whetner  or  not  this  expense  of  getting  your  coal  from  your 
ndd  to  Norton  is  not  the  gate  that  you  say  is  put  up  against  you  at 
Norton  ? 

Mr.  DuLANEY.  That  question  can  not  be  answered  by  yes  or  no, 
as  it  has  so  many  conditions.  I  state,  what  I  so  frequently  stated 
before,  that  there  is  a  differential  against  our  field  of  34  cents  at 
Norton,  and  that  with  that  diflFerential  of  34  cents  it  is  absolutely 
impossible  to  do  business  beyond  that  gateway.  Is  that  what  you 
want  to  know  ? 

Mr.  Thom.  In  other  words,  it  cost  you  34  cents  to  get  some  other 
railroad  to  haul  your  coal  from  your  mine  to  Norton.  Is  not  that 
what  you  mean  ? 

Mr.  DuLANET.  What  I  mean  is  that  the  34  cent  differential  is  pro- 
hibitive, and  that  is  the  only  important  point  involved  in  that  state- 
ment. 

Mr.  Thom.  What  is  that  34  cents  for?  Is  it  not  to  pay  for  the 
service  of  getting  your  coal  from  your  mine  to  Norton  ? 

Mr.  DuLANEY.  it  is  the  local  rate  from  our  field  to  Norton. 

Mr.  Thom.  Exactly.  Now,  we  could  have  learned  all  that  some 
time  ago  if  you  had  answered  it.  Mr.  Dulaney,  you  brought  that 
situation  to  Mr.  Finley's  attention,  did  you  not  ? 

Mr.  DuLANEY.  Many  times,  I  think,  sir,  among  other  things. 

Mr.  Thom.  Did  he  not  tell  you  that  he  would  try  and  see 
vrfiether  he  could  not  get  the  Norfolk  &  Western  to  absorb  that 
expense  so  as  to  give  you  that  facility  in  your  field  ? 

Mr.  Dulaney.  That  was  my  understanding. 

Mr.  Thom.  And  did  he  not  write  you  in  regard  to  that  matter  on 
June  24,  1913,  as  follows: " 

Regarding  the  matter  of  rates  from  mines  in  the  Black  Mountain  field  to  tidewater 
on  cc»l  for  points  beyond  by  water,  or  for  export;  the  question  of  some  basis  of  rates 
and  divisions  on  water-borne  or  export  coal  from  mines  on  the  Virginia  &  Southwestern 
Railway  to  Norfolk  has  been  a  recent  subject  of  conference  between  the  Norfolk  & 
Western  Railway  and  Southern  Railway  officials.  At  this  time,  the  Norfolk  &  Western 
Railway  does  not  see  its  way  clear  to  accept  anything  less  on  coal  from  Norton,  reach- 
ing the  Norfolk  &  Western  at  Norton,  for  Norfolk  for  water  beyond,  or  for  export,  than 
what  it  maintains  is  its  exceedingly  low  rates  from  Norton  to  Norfolk  on  such  traffic. 
In  other  words,  under  present  conditions,  the  cost  of  transportation  from  mines  on  the 
Viiginia  &  Southwestern  Railway  to  Norfolk  on  coal  for  export,  or  for  water  i}oint8 
beyond  Norfolk,  would  be  such  proportion  as  the  Virginia  &  Southwestern  Railway 
can  afford  to  accept  to  Norton,  added  to  the  rates  of  me  Norfolk  &  Western  beyond 
that  point.  The  only  practicable  and  physical  route  to  Norfolk  for  the  transportation 
of  coal  from  Virginia  &  Southwestern  mines  would  be  via  the  Norfolk  &  Western  Rail- 
way. The  route  through  Salisbury  and  Greensboro  is  too  circuitous,  considering  the 
low  rates  that  are  in  effect  from  mines  shipping  coal  to  Norfolk  for  export  and  for  points 
beyond  by  water,  to  justify  an  attempt  to  send  it  via  the  latter  route,  but  even  if  this 
were  not  so,  the  facilities  at  Norfolk  for  handling  of  tidewater  coal  at  Norfolk  are  owned 
and  controlled  by  other  lines  than  the  Southern  Railway,  and  even  if  these  facilities 
could  be  used  for  coal  reaching  Norfolk  over  the  Southern  Railway,  it  will  be  neces- 
sary to  use  the  terminal  tracks  of  other  lines  having  terminal  coal  facilities  at  Norfolk. 

For  some  time  past  plans  through  which  coal  from  Virginia  &  Southwestern  mines 
for  export  mkht  De  handled  through  Charleston,  S.  C,  have  been  the  subject  of  con- 
aideiation.  The  practical  doubt  as  to  whether  a  constant  and  substantial  business 
could  be  determined  upon,  and  the  very  low  rates  prevailing  on  tidewater  coal  traffic, 
have  caused  hesitation  on  our  part  in  respect  to  the  investment  necessary  to  provide 
the  tacilitieB  for  the  handling  of  water-borne  coal  at  that  point]  but  the  matter  is  still 
having  our  verv  earnest  attention  and  is  one  which  we  recognize  as  pressing  for  some 
solution.  Asiae  from  this,  I  have  no  doubt  you  know,  a  corporation  in  which  our 
companies  have  no  financial  interest  whatever  has  had  in  contemplation  the  estab- 


180  TBANSPOBTAXION  OF  GOAL. 

Ushment  of  coal-handling  facilities  at  Charleston  as  a  commercial  enterprise,  inde- 
pendent of  the  railways^  or,  as  I  am  informed,  of  any  coal  company,  the  purpose  of  thii 
corporation  contemplatmg  other  commercial  use  of  its  property  as  well  as  the  handling 
of  coal.  To  what  extent,  in  the  absence  of  other  facilities,  arrangements  can  be  made 
by  the  coal  operations  on  the  Viiginia  &  Southwestern  Railway  for  the  use  of  ^nm 
6u:ilities  if  established,  will  have  to  be  hereafter  developed.  I  can  assure  you  that  the 
problem  is  one  which  we  are  most  anxious  to  solve  in  some  practical  way  and  m  one. 
as  is  the  case  with  all  the  other  questions  herein  referred  to,  in  which  we  are  controUea 
only  by  the  business  requirements  of  our  companies  and  the  territories  we  serve,  and 
not  directly  or  indirectlv  in  any  other  way,  as  you  seem  to  apprehend. 

If  it  is  your  opinion  that,  pending  the  solution  of  the  matter  of  fieu^iUties  at  Charles- 
ton for  handling  water-borne  coal,  the  coal  interests  of  the  Black  Mountain  district  can 
be  promoted  through  the  building  up  of  a  tidewater  coal  traffic  via  Norfolk  throuj^h  the 
operation  of  rates  made  up  of  such  proportion  as  the  Viiginia  &  Southwestern  Railway 
can  afford  to  accept  to  Norton,  added  to  the  rates  of  the  Norfolk  &  Western  beyond 
that  point,  I  will  be  glad  to  go  into  that  feature  of  the  matter  with  you. 

Mr.  DuLANET.  What  is  the  date  of  that  letter,  please  t 

Mr.  TflOM.  June  24,  1913. 

Mr.  DuLANBY.  What  is  your  question  ? 

Mr.  TflOM.  Did  you  receive  that  letter  ? 

Mr.  DuLANEY.  I  grant  that  I  did,  but  I  do  not  recall  it  at  the 
moment. 

Mr.  Thom.  Why  did  you  not  make  it  part  of  this  correspondence 
you  have  filed  with  the  committee  ? 

Mr.  DuLANEY.  For  the  very  important  reason  that  after  the  writ- 
ing of  that  letter  the  Southern  Railway  Co.  put  in  its  rate  to  Charles- 
ton. That  is  old  matter,  evidently  intended  to  kill  time  with.  The 
rate  of  $1.40  to  Charleston  was  put  in  several  months  after  this  cor- 
respondence, probably  as  a  result  of  some  of  that  correspondence,  so 
that  we  are  now  dealing  with  a  new  feature  of  the  case  when  that  is 
settled.  I  refer  to  the  rate  itself,  rather  than  the  correspondence  that 
led  up  to  that  rate. 

Semator  Smith  of  Michigan.  I  was  not  here  when  Mr.  Thom  started 
on  that  letter.     Is  that  a  reply  to  this  letter  of  May  27  ? 

Mr.  Thom.  This  letter  was  after  a  conference. 

Senator  Smith  of  Michigan.  Was  there  any  letter  between  May  21, 
1913,  and  this  one  that  passed  between  the  parties? 

Mr.  Thom.  I  think  Mr.  Dulaney  has  filed  other  letters  here.  There 
was  one  dated  May  29,  which  Mr.  Dulaney  filed,  and  there  was  a  con- 
ference on  June  6.  Now,  Mr.  Dulaney,  the  reason  you  did  not  put 
this  letter  in  was  because  it  was  too  old.  Why  did  you  put  these 
letters  in  that  are  still  older  ? 

Mr.  Dulaney.  I  shall  be  very  glad  to  put  that  letter  in. 

Mr.  Thom.  Your  answer  was  that  you  did  not  put  the  letter  in, 
which  I  read,  because  it  was  too  old,  while  the  letters  you  have  filed 
before  are  older.     Please  explain  that. 

Mr.  Dulaney.  I  am  perfectly  willing  and,  in  fact,  I  do  not  know 
that  I  have  any  record  of  that  letter.  I  am,  however,  perfectly 
willing,  and  would  have  been  glad  to  have  put  it  in  if  my  attention 
had  been  called  to  it.  There  is  nothing  in  the  letter  that  in  any 
way  conflicts  with  anything  I  have  said,  because  I  have  stated  that 
after  the  conference  with  Mr.  Finley  I  believed  he,  in  good  faith, 
went  to  work  and  did  accomplish  the  matter  of  getting  me  rat«  in. 
Now,  if  there  had  been  any  reflection  on  Mr.  Fmley  m  this  corre^ 
spondence,  or  any  doubt  as  to  his  effort  to  get  that  rate,  you  might/ 
properly  raise  that  question. 
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Mr.  Thom.  Just  at  this  point  I  am  calling  your  attention  to  your 
Eixhibit  No.  11,  which  is  aenominated  by  you  **Copy  of  correspond- 
ence between  W.  W.  Finley  and  B.  L.  Dulaney.''  Now,  you  stop 
tiiat  correspondence  at  a  letter  of  May  29,  when  Mj.  Finley  wrote  you 
in  that  same  connection  a  letter  on  June  24,  and  you  say  the  reason 
you  did  not  put  in  the  letter  of  June  24  was  because  it  was  too  old. 
Bow  do  you  explain  that?. 

Mr.  Douglas.  We  submit  he  has  answered  the  question.  Mr. 
Dulaney  also  said  he  had  not  reflected  upon  Mr.  Finley. 

Mr.  Thom.  You  do  not  always  reflect  on  a  person  in  order  to  give 
the  full  correspondence. 

The  Chaibman.  Let  us  go  on  with  the  hearing,  gentlemen. 

Mr.  Thom.  In  other  words,  Mr.  Dulaney,  Mr.  Finley,  whom  you 
trusted,  and  whom  everybody  trusted,  attempted  to  get  the  Norfolk 
&  Western  Railroad  Co.  to  put  in  a  rate  of  $1.40  from  your  mines  to 
tidewater  at  Norfolk,  and  assiu'ed  you  that  in  this  letter  of  June  24, 
1913.     Does  that  look  hke  an  effort  to  bottle  up  your  fields  ? 

Mr.  Dulaney.  In  the  first  place,  the  remedy  suggested  in  that 
letter  would  have  been  of  no  avail.  I  therefore  consider  that  all 
there  is  in  that  letter  is  of  absolutely  no  consequence  in  connection 
with  this  subject. 

Mr.  Thom.  Does  it  not  at  least  show  a  purpose  on  the  part  of  Mr. 
Finley,  the  president  of  the  Southern  Railway,  to  be  helpful  to  your 
field? 

Mr.  Dulaney.  I  submit  that  throughout  I  have  maintained  that 
I  believe  Mr.  Finley  did  make  an  honest  effort  to  get  the  rate. 

Mr.  Thom.  And  if  a  gatewav  was  then  put  up  against  you  at  Nor 
ton,  it  was  not  the  Southern  Railway  Co.'s  doings? 

Mr.  Dulaney.  That  is  your  statement. 

Mr.  Thom.  Well,  is  that  the  fact  ? 

Mr.  Dulaney.  I  stated  that  if  the  Southern  Railway  had  influence 
enough  in  connection  with  the  Virginia  &  Southwestern  Railway  to 
occupy  two  neighboring  hues  in  order  to  get  to  Norton,  that  reci- 
procity might  have  been  in  order,  and  would  have  been  in  order  if 
they  had  desired  it  as  strongly  as  they  did  to  move  the  coal  from 
Norton  southward. 

Mr.  Thom.  Do  you  mean,  thereby,  to  impeach  the  good  faith  of  Mr. 
Fmley's  efforts  ? 

Mr.  Douglas.  I  object  to  the  question  as  having  been  answered 
about  10  time3. 

Mr.  Dulaney.  At  the  time  that  letter  was  written  I  would  not 
impeach  the  good  faith  of  the  Southern  Railway  Co.  That  is  my 
answer,  sir. 

Senator  Smith  of  Michigan.  I  have  not  understood  you  to  say,  at 
any  time,  that  you  impeached  the  good  faith  of  Mr.  Finley. 

Mr.  Dulaney.  I  have  not  said  it,  sir. 

Mr.  Lyon.  In  that  connection  it  does  not  appear  by  that  cor- 
respondence what  kind  of  a  proposition  Mr.  Finley  made  with  the 
Norfolk  &  Western. 

Mr.  MuLANEY.  Oh,  no.  It  was  eouivalent  to  saying  we  have  done 
our  best  and  can  not  do  any  thing.  That  is  all  I  can  make  out  of  that 
letter.  But,  bear  in  mind,  the  great  fight  we  were  making  was  to  get 
to  tidewater  at  the  South  Atlantic  ports.  That  was  the  great  fight 
at  that  time,  sir,  and  it  is  the  issue  now. 
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Mr.  Thom.  We  are  coming  to  that.  You  have  introduced  all  this 
about  getting  to  Norfolk  through  Norton,  yourself,  and  I  have  to  go 
through  that.     I  did  not  introduce  it. 

Mr.  DtnLANEY.  I  introduced  it  as  a  fact  which  we  had  to  deal  with. 

Mr.  1'hom.  And  I  have  to  cross-examine  you  about  it  because  you 
introduced  it. 

Mr.  DuLANEY.  As  to  whether  or  not  it  is  a  fact? 

Mr.  ^i  HOM.  As  to  its  bearing. 

Mr.  DuLANEY.  I  should  like  to  request  that  that  letter  be  put  in, 
and  I  assure  the  committee  it  was  not  left  out  for  any  purpose,  so  far 
as  I  am  concerned. 

Senator  Poindexteb.  It  has  been  put  into  the  record. 

Mr.  Thom.  Now,  then,  Mr.  Dulaney,  revertinjg  to  your  Black 
Mountain  case,  the  Interstate  Commerce  Commission,  in  addition  to 
removing  the  10  cents  mentioned  in  your  contract  for  a  differential  in 
respect  to  the  Black  Mountain  coal,  also  undertook  to  establish  a 
differential  between  the  Appalachian  coal  operators  and  the  Coal 
Creek  coal  operators.     Is  not  that  your  understanding  ? 

Mr.  Dulaney.  I  will  accept  your  statement. 

Mr.  Thom.  And  the  commission  did  establish  a  differential  of  not 
exceeding  25  cents  higher  for  coal  from  the  whole  Appalachian  terri- 
tory than  from  the  Coal  Creek  territory,  did  it  not? 

Mr.  Dulaney.  Passing  through  what  place  ? 

Mr.  Thom.  Passing  through  Morristown. 

Mr.  Dulaney.  I  can  not  answer  that.  In  fact,  I  do  not  under- 
stand it  that  way. 

Mr.  Thom.  I  am  going  to  put  this  petition  in  the  record,  and  I  will 
read  from  the  decision. 

Mr.  Dulaney.  Please  give  the  docket  and  the  date. 

Mr.  Thom.  The  docket  is  1,381  and  the  date  February  8,  1909, 
and  it  is  your  case. 

Mr.  Dulaney.  What  page  are  you  reading  from? 

Mr.  Thom.  Two  hundred  and  ninety-six.     I  read  as  follows:     

And  we  therefore  find  that  the  rates  from  Appalachia,  including  Black  Mountain, 
which  exceed  25  cents  above  the  rate  from  GosA  Creek  to  all  points  east  and  south  of 
Morristown  in  Carolina  territory  and  south  as  far  as  Charleston  and  Augusta,  unduly 
discriminate  against  the  Black  Mountain  and  Appalachia  operators  and  unduly 
prefer  Coal  Creek  operators,  in  violation  of  the  thira  section  of  me  act,  and  are  tiiere- 
lore  unlawful — 

thereby  estabUshing  that  the  railroads  from  the  Appalachian  district 
should  not  charge  more  than  25  cents  in  case  oi  their  roads  from 
Coal  Creek  through  Morristown  to  the  territory  mentioned.  That,  I 
will  sav  to  the  committee,  is  the  effect  of  this  decision  in  respect  to 
the  ditferentials.  Now,  Mr.  Dulaney,  I  will  ask  you  if  the  commis- 
sion did  rot  there  state  that  they  fixed  that  differential  in  the  absence 
of  the  Coal  Creek  operators  ana  without  hearing  from  them  ? 

Mr.  Dulaney.  I  can  not  answer  that.  I  redly  do  not  know,  sir, 
whether  it  did  or  not. 

Mr.  Lyon.  Do  I  understand  the  commission  fixed  the  rates  from  a 
territory,  you  say,  without  giving  them  an  opportunity  to  be  heard  ? 

Mr.  Thom.  The  differential*  yes. 

Mr.  Douglas.  Give  us  the  language  in  that  opinion. 
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Mt.jThom.  Here  is  what  it  is.  I  read  from  the  decision  on  page 
296: 

Oonsideting  that  interests  quite  likely  to  be  affected  by  readjustment  of  rates  are 
not  before  us  and  that  there  has  been  no  complaint  so  far  as  appears  from  AppaLeichia 
operators,  we  are  of  opinion,  etc. 

Mr.  Douglas  (readii^) : 

That  under  aU  the  circumstances  a  reduction  of  only  5  cents  per  ton  in  the 
differential  applied  on  Appalachia  coal  to  Morristown  over  the  rate  from  Goal  Greek 
to  the  same  point  should  not  be  required. 

Mr.  Thom.  '*And  we  therefore  find,"  etc. 

Mr.  Douglas.  A  reduction  of  5  cents. 

Mr.  Thom.  '  *  A  reduction  of  on^  5  cents  per  ton  in  the  differential." 
That  is  a  very  different  thing.  They,  then,  were  not  parties  to  that 
proceeding.  Quite  naturally,  therefore,  when  they  found  that  that  was 
the  only  difference  in  the  rate  they  would  feel  that  they  were  entitled 
to  a  hearing  on  that  question.     Would  you  not  sujjpose  so  ? 

The  Chairman.  I  will  answer  that.    I  should  think  so. 

Mr.  Thom.  That,  then,  would  confront  the  Southern  Railway 
with  this  situation,  with  demands  from  the  Coal  Creek  operators  for 
a  lai^er  differential  and  with  demands  of  the  Appalachian  operators 
either  to  maintain  that  differential  or  to  reduce  it.  Under  those 
circumstances,  do  you  consider  it  to  be  wondered  at  that  the  Southern 
Ridlway  would  try  to  have  a  case  submitted  to  the  Interstate  Com- 
merce Commission  in  which  all  parties  could  be  heard  and  this  ques« 
tion  settled,  without  having  to  settle  the  question  itself  ? 

Mr.  DuLANEY.  Proceed.  I  will  not  answer  that.  I  do  not  under- 
stand it,  as  it  is  so  long  and  hot. 

Senator  Smith  of  Michigan.  We  are  all  warm  but  we  have  to  have 
the  facts. 

Mr.  DuLANEY.  I  think  I  have  a  right  to  have  the  question  analyzed 
and  put  directly,  and  not  be  forced  to  use  Col.  Thom's  indefinite 
language.     What  is  the  question,  then,  please  sir  ? 

Mr.  Thom.  Please  read  the  question  over. 

(The  stenographer  read  the  question  as  recorded.) 

Mr.  DuLANEY.  If  all  those  conditions  were  true,  it  is  probably 
not  to  be  wondered  at. 

Mr.  Thom.  But  you  called  the  case  in  which  it  did  undertake 
to  do  that  *'a  frame-up." 

Mr.  DuLANEY.  I  certainly  would  when  you  consider  the  maimer, 
in  so  far  as  the  Southern  Kail  way  is  concerned.  I  considered  it  a 
frame  up,  a  deception,  and  a  fraud,  and  I  submit  to  the  records  in 
support  of  my  statement,  sir. 

Senator  Smith  of  Michigan.  This  is  the  Andys  Ridge  case? 

Mr.  DuLANEY.  That  is  the  Andys  Ridge  case. 

Mr.  Thom.  In  the  Andys  Ridge  case  your  company  was  a  party, 
was  it  not  ? 

Mr.  DuLANEY.  May  I  have  the  record  on  that? 

The  Chaibman.  He  asked  vou  if  your  company  was  a  party  in  the 
Andys  Ridge  case.     Do  you  know  ? 

Mr.  DuLANEY.  Yes;  but  I  want  to  explain. 

The  Chairman.  Well,  answer  the  question  and  let  us  see.  You 
know  whether  your  company  was  a  party  to  that  suit  ? 


184  TRANSPORTATION  OP  COAL. 

Mr.  DuLANEY.  Yes.    Now  may  I  explain  ? 

The  Chairman.  Certainly. 

Mr.'DuLANEY.  Our  company  became  a  party.  It  discovered  that 
a  meeting  had  been  held  in  Philadelphia,  by  other  operators  of  the 
so-called  Virg;inia  field,  at  which  meeting  was  represented  Mr.  Wentz 
and  Mr.  McHarg,  with  counsel  and  a  few  other  gentlemen.  At  that 
meeting  a  plan  of  defense  had  been  agreed  upon,  the  only  real  defense 
to  the  situation  being  omitted.  I  submitted  the  correspondence, 
which  shows  exactly  the  situation.  On  our  discovering  that  this 
misunderstanding  had  been  arrived  at  and  that  certain  of  the  opera- 
tors, the  trust  operators  in  our  field,  were  cooperating  with  the  rail- 
way to  maintain — when  the  question  of  evidence  was  to  be  given — the 
position  of  the  Knoxville  operators,  the  attorney  for  the  Black  Moun- 
tain field  entered  a  protest  and  that  you  will  fin4  in  the  records  of  the 
Andys  Ridge  case.  The  request  was  that  the  Black  Mountain  Co. 
should  be  permitted  to  exercise  its  only  right  that  amounted  to  any- 
thing and  produce  evidence  and  produce  the  argument  that  the 
short  haul  should  be  taken  into  consideration  and  that  joint  rates 
over  the  short  haul  should  be  established.  That  was  denied  us  in 
this  frame-up  to  which  I  referred. 

Mr.  Thom.  Who  was  your  counsel  ? 

Mr.  DuLANEY.  E.  K.  feachman. 

Mr.  Thom.  Was  he  not  at  this  conference  in  Philadelphia  which  you 
have  denoimced  ? 

Mr.  DuLANEY.  I  do  not  think  he  was.  Mr.  N.  D.  Bachman  may 
have  been  present.  It  has  been  shown,  or  at  least  I  will  state  now, 
that  during  the  conference  in  Philadelphia,  we  were  informed, 
Mr.  McHarg  stated  that  he  had  just  held  a  long-distance  telephone 
talk  with  Mr.  Finley — I  do  not  know  where  Mr.  Finley  was,  but  prob- 
ably in  Washington — and  as  the  letters  afterwards  showed  he  had 
amved  at  some  agreement  with  the  railroads  whereby  these  argu- 
ments were  not  to  be  produced.  I  stated  that  we  were  willing  to  be 
parties,  and  were  parties  to  this  case,  but  we  did  not  surrender  our 
rights  to  fight  it  honestly  and  to  use  every  legitimate  argument  that 
could  be  made  in  support  of  the  decision  which  the  Interstate  Com- 
merce Commission  had  made  just  a  few  months  before. 

Mr.  Thom.  Did  not  Mr.  E.  k.  Bachman,  as  your  counsel,  caU  that 
conference  in  Philadelphia  ? 

Mr.  DuLANEY.  I  can  not  answer  that.  I  think  he  did  not.  It  may 
have  been  Mr.  N.  D.  Bachman,  who  is  an  oflBcer. 

Mr.  Thom.  Please  look  at  this  letter  and  see  whether  that  is  Mr. 
E.  K.  Bachman's  signature  ? 

Mr.  DuLANEY.  Yes;  that  looks  Uke  his  signature.  It  is  immar- 
terial  which  one  it  was.  I  told  you  at  the  outset  that  our  field  was  a 
party  until  it  discovered  this  frame  up. 

Mr.  Thom.  I  thought  you  were  distinguishing  between  two  sep- 
arate counsel  a  moment  ago  ? 

Mr.  DuLANEY.  Only  to  the  extent  that  I  did  not  know  which  one 
of  them  had  attendee!.     I  do  not  see  that  it  is  important  at  all. 

Mr.  Thom.  Is  not  this  a  call  from  Mr.  E.  K.  Bacmnan,  who  was  your 
Itttomey,  for  that  conference  in  Philadelphia  ? 

Mr.  DuLANEY.  It  looks  so. 
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Mr.  Thom.  I  would  like  for  you  to  file  this  with  the  record.  It 
reads  as  follow;s: 

Bristol,  Tbnn.,  November  19 y  1909. 
Mr.  D.  D.  Hull, 

General  Solicitor  V.  L  C.  &  C  Co,^  Roanoke^  Va. 
Mr.  J.  F.  Bullitt, 

Attorney  Virginia  Coal  6s  Iron  Co.^  Big  Stone  Oap^  Va. 
Mr.  R.  T.  Ibvinb, 

Attorney  Keokee  Coal  <fe  Coke  Co,,  Big  Stone  Gap^  Va, 

Gentlemen:  In  the  matter  of  complaint  filed  by  Andys  Kidge  Coal  Go.  and  others 
a^nst  Southern  Ry.  Go.  and  others  before  the  Interstate  Commerce  Commission  at 
Washington,  I.  C.  C.  Docket  No.  2836,  I  have  been  directed  to  appear  in  the  case  on 
behalf  of  Black  Mountain  Coal  Land  Co. 

Inasmuch  as  the  interests  of  your  clients  are  the  same  as  the  interests  of  my  client, 
I  write  to  know  if  it  would  not  be  advisable  and  whether  you  are  willing  for  us  to 
confer  about  the  case  with  a  view  of  acting  jointly,  each  attorney  to  look  to  his  own 
company  for  remuneration  for  services. 

The  matter  is  of  much  importance  to  the  southwest  Virginia  coal  fields,  and,  in  my 
judsment,  is  one  that  should  be  looked  after  closely. 

If  you  are  in  position  to  give  me  an  answer  in  the  matter,  and  are  inclined  to  the 
idea  of  a  conference,  please  so  advise  me  and  let's  see  if  we  can't  arrange  a  time  and 
place  to  meet  and  consult. 

Trusting  that  I  may  hear  from  you  at  once,  I  am, 
Very  truly, 

E.  K.  Bachman. 

Mr.  DuLANEY.  You  will  readily  see  that  that  letter  is  in  good  faith; 
that  after  this  meeting  was  held  in  Philadelphia,  or  probably  during 
that  time,  we  first  became  aware  of  the  scheme  that  was  on  hand,  ana 
following  that,  or  at  the  same  time,  I  do  not  remember  just  what  date, 
this  protest  was  entered.     The  fact  that  we  entered  the  conference  in 

food  faith,  expecting  all  the  others  to  do  so  in  good  faith,  should 
ardly  be  used  against  the  situation  to  any  purpose.     That  is  the  only 
explanation  I  have  to  make,  sir. 

Mr.  Thom.  I  understood  you  to  say  a  moment  ago  that  you  dis- 
oovered  at  the  Philadelphia  conf ef ence  that  this  thing  was  a  frame  up 
a.iid  you  would  not  have  anything  more  to  do  with  it.  Did  I  under- 
stand wu  correctly  in  that? 

Mr.  DuT-ANEY.   X  ou  did  not,  sir. 
-Mr.  Thom.  When  did  you  say  you  discovered  it? 

Mr.  DuLANEY.  I  did  not  say  just  when  we  discovered  it,  but  I 
»y  we  subsequently  had  it  ratified  by  correspondence  written  from 
Philadelphia,  as  written  by  Mr.  McHarg  to  Mr.  Finley  after  the  Phila- 
elphia  conference. 
Mr.  Thom.  Had  what  ratified  ? 

Mr.  DtnLANEY.  The  scheme  the  fact  that  Mr.  McHarg  was  a 
I>arty  to  the  agreement  not  to  use  certain  arguments  and  not  to  make 
^n  effort  to  get  joint  rates  over  the  short  lines,  sir. 

Mr.  Thom.  Now,  then,  in^  tead  of  jrour  not  being  at  that  conference, 
your  counsel  appears  to  have  called  it,  from  a  letter  which  I  will  now 
file,  dated  December  17,  1909,  addressed   to  Messrs.  D.  B.  Wentz, 
C.  P.  Perin,  J.  I.  Kemmerer,  John  B.  Newton  and  N.  D.  Bachman, 
Committee  of  coal  operators.    Mr.  N.  D.  Bachman  was  representing 
you  in  that  ? 
Mr.  MuLANEY.  He  was  representing  the  coal  field. 
Mr.  'Jhom.  Your  coal  fiela? 
Mr.  DuLANEY.  Yes,  sir. 
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Mr.  Thom.  And  your  attorney,  Mr.  Bachman,  wrote  this  letter  to 
that  committee  of  coal  operators,  dated  December  17,  1909: 

Gentlemen:  We,  as  attomevB  for  the  Viiginia  Iron,  Coal  &  Coke  Co.,  the  Stonega 
Coal  &  Coke  Co.,  and  the  Black  Mountain  Coal  Land  Co.,  have  to-da)r  held  a  meeting 
here  in  Philadelphia  for  the  purpose  of  consultation  and  consideration  of  the  steps 
which  should  be  taken  in  the  case  of  Andys  Ridge  Coal  Co..et  al.  v.  Southern  Rail- 
way Co.  et  al.,  and  have  arranged  to  file  a  petition  on  behalf  of  the  said  three  compa- 
nies, asking  to  be  allowed  to  make  defense  in  the  said  case.  We  think  that  by  so 
doing  we  will  have  ample  time  to  pre|)are  a  full  petition  on  behalf  of  all  of  the  coal 
companies  who  may  be  willing  to  join  in  the  suit,  and  to  this  end  we  think  it  impor- 
tant to  have  a  meeting  at  an  early  date  of  the  conmiittee  and  the  counsel  represent- 
ing the  several  companies. 

We  therefore  surest  that  the  committee  arrange  for  a  meeting  at  Roanoke  on 
January  29,  at  10  o  clock  a.  m.,  at  Hotel  Roanoke.    Kindly  let  us  know  whether 
this  will  be  agreeable  to  the  conmiittee. 
Yours,  very  truly, 

D.  D.  HtTLL,  Jr. 

E.  K.  Bachman. 
J.  F.  Bullitt. 

Wm.  a.  Glasgow,  Jr. 
(Answer  to  D.  D.  Hull,  jr.,  Roanoke,  Va.) 

On  the  same  sheet  with  this  letter  appears  the  foUowii^: 

Roanoke,  Va.,  December  tt,  1909. 

Messrs.  D.  B.  Wentz,  C.  P.  Perin,  J.  I.  Kbhhbrbb,  John  B.  Nbwton,  and  N.  D. 
Bachman,  Committee  of  Coal  Operators, 

Gentlemen:  The  above  letter,  which  was  sent  out  from  Philadelphia  on  the  17th 
instant,  inadvertently  gives  the  date  of  the  proposed  meeting  as  January  29  instead 
of  December  29,  as  it  should  have  been  December  29.  It  is  important  that  prompt 
action  be  taken,  as  the  conmiission  contemplates  assigning  the  case  for  hearing  on. 
January  24  next. 

D.  D.  Hull,  Jr. 

Then  I  have  a  letter  by  your  counsel,  E,  K.  Bachman.  This  is 
dated  Bristol,  Tenn.,  December  23,  J909  [reading]: 

Bristol,  Tenn.,  December  2S,  1909, 
Mr.  D.  D.  Hull,  Jr.,  Roanoke,  Va, 

Dear  Sir:  Your  wire,  this  date,  advising  me  of  change  from  Roanoke  to  Phila- 
delphia of  the  meeting  for  the  29th  instant,  to  which  I  replied  that  it  would  suit  at  this 
end  of  the  line  so  far  as  I  now  know. 

I  am  again  writing  to  Mr.  Wright,  advising  him  of  the  change,  asking  him  to  give 
me  such  information  as  he  can  at  once,  and  saying  to  him  that  I  would  ascertain  if 
he  would  be  expected  to  attend  the  meeting  in  Philadelphia,  in  which  case  I  would 
wire  him. 

Please  let  me  know  if  Wright  will  be  wanted  in  Philadelphia  so  I  can  advise  him 
accordingly. 

Mr.  Bewley  is  not  here.  I  will  get  hold  of  him  as  soon  as  he  comes  in.  My  interests 
in  this  case  are  still  vigorously  demanding  that  the  Middlesboro  field  be  brought  in 
and  the  operators  made  parties. 

Yours,  truly,  E.  K.  Bachman. 

Mr.  DuLANEY.  I  call  attention  to  the  fact  that  Mr.  Bachman  took 
there  the  attitude  that  would  have  given  us  a  defense — one  of  the 
defenses — namely,  the  short  line  by  way  of  Middlesboro. 

Mr.  Thom.  I  have  before  me  the  copy  of  the  proceedings  before  the 
commission.  In  that,  Mr.  William  A.  Glasgow,  at  any  rate,  stated 
that  he  appeared  for  the  Stonega  Coal  and  the  Virginia  Coal  &  Iron 
Co.,  the  Black  Mountain  Coal  Land  Co.,  the  Virgmia  Iron,  Coal  & 
Coke  Co.;  and  Mr.  Bachman,  Mr.  Hull,  Mr.  Bullitt,  and  myself  also 
appeared  for  those  companies. 
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So  your  counsel  was  there,  and  not  only  were  you  represented  by 
Mr.  Bachman,  but  apparently  by  Mr.  Glasgow  as  well.  Being  there, 
you  were  in  one  of  the  tribunals  established  by  this  Government. 
Do  you  mean  a  fraud  was  committed  on  that  commission  or  by  that 
commission  ? 

Mr.  DuLANEY.  Certainly  on  that  commission;  T  am  not  prepared  to 
state — I  do  not  propose  to  make  any  statement  in  regard  to  Judge 
Knapp,  except  tnat  ne  was  either  imposed  upon  or  a  party  to  it,  and 
I  will  not  determine  whi:*h,  sir. 

Mr.  Thom.  But  the  case  was  heard  by  Commissioner  Prouty. 
What  have  you  got  to  say  to  that  ? 

Mr.  DuLANEY.  I  have  no  comments  to  make. 

Mr.  Thom.  And  the  decision  was  rendered  by  Commissioner  Prouty, 
was  it  not  ? 

Mr.  DuLANEY.  I  have  no  comments  at  all  to  make  on  that,  sir. 
I  gave  all  the  facts  and  gave  the  correspondence,  and  wUl  let  it  stand 
on  its  merits. 

Mr.  Thom.  But,  being  before  that  commission  by  a  capable  attor- 
ney— ^I  suppose  you  consider  Mr.  Bachman  a  capable  attorney,  do 
you  not  ? 

Mr.  DuLANEY.  I  do,  sir.  I  have  known  even  capable  attorneys  to 
be  fooled  by  the  methods  of  the  other  side. 

Mr.  Thom.  Maybe  you  have,  but  he  had  an  opportunity  of  pre- 
senting your  views  in  reference  to  this  whole  matter,  did  he  not? 
He  was  there  before  the  commission  ? 

Mr.  DuLANEY.  It  is  fair  to  suppose  that  he  did.  However,  I  do 
not  know;  I  was  not  there. 

Mr.  Thom.  Then  we  just  simply  have  a  case  in  which  everybody 
in  interest  who  were  fightmg  on  one  side  or  the  other  of  a  higher  or 
lower  differential,  were  brought  before  the  commission — everybody 
represented,  and  the  commission  decided  the  case — that  is  a  fact,  is 
it  not? 

Mr.  DuLANEY.  That  is  a  fact,  that  the  commission  decided  the 
case,  but  the  facts  that  we  object  to  are  the  methods  which  the 
Southern  Railway  resorted  to,  to  either  fool  that  commission  and  to 
fool  the  other  companies,  or  those  other  companies 

Mr.  Thom.  Do  you  know? 

Mr.  Douglas.  Let  him  finish  the  answer. 

Mr.  DuLANEY.  And  the  chairman,  if  he  was  not  fooled,  could  not 
have  been  otherwise  than  a  party,  and  I  hope  that  he  was  fooled. 

Mr.  Thom.  What  chairman? 

Mr.  DuLANEY.  Because  I  have  never  believed 

Mr.  Thom.  What  chairman  ? 

Mr.  DuLANfiY.  Chairman  Kjiapp. 

Mr.  Thom.  But  he  did  not  hear  the  case;  it  was  Judge  Prouty. 

Mr.  Douglas.  He  means  the  Interstate  Commerce  Commission. 

Mr.  DuLANEY.  It  is  my  understanding  that  it  takes  the  whole 
commission  to  decide  sucn  cases. 

Mr.  Thom.  It  did  not  take  merely  the  chairman  ? 

Mr.  DuLANEY.  Let  the  record  stand  on  that.  You  are  not  afraid 
of  the  record,  are  you? 

Mr.  Thom.  You  have  not  seen  me  doing  anything  Uke  running 
away,  have  you? 
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Mr.  DuLANEY.  Let  the  record  stand  for  itself,  then,  sir. 

Mr.  Thom.  I  have  not  noticed  it.  Mr.  Dulaney,  do  you  not  know 
it  to  be  a  fact  that  the  Southern  Railway  took  no  sides  whatever  and 
presented  no  case  before  that  commission,  but  let  the  operators  fight 
out  the  question  of  differentials  amon^  themselves? 

Mr.  Dulaney.  I  do  not  know  anything  of  the  kind.  I  have  un- 
derstood that  Lincoln  Green  appeared  as  a  witness  in  favor  of  the 
Knoxville  operators,  and  right  here,  gentlemen,  I  wish  to  call  atten- 
tion to  a  statement  which  I  started  to  make,  but  withdrew  on  a 
statement  from  Col.  Thom.  I  revert  to  my  statement  that  I  had 
learned  that  the  Southern  Railwav  is  a  stoclmolder  in  the  Coal  Creek 
Co.,  in  the  Poplar  Creek  Co.,  and  in  one  or  two  other  companies  in 
that  field. 

The  Chairman.  Which  field? 

Mr.  Dulaney.  In  the  Coal  Creek  field.  I  wish  to  give  my  au- 
thority. The  letter  showing  that  will  be  found  in  the  records  of  the 
Interstate  case,  which  was  reported  January  20,  1907.  If  that  stock 
has  been  disposed  of  since,  I  hope  Col.  Thom  will  be  able  to  tell  us 
who  receivea  it,  ot  what  became  of  it,  at  least,  or  if  the  Southern 
Railway  has  disposed  of  it 

Mr.  Thom.  How  much  stock  was  that  ? 

Mr.  Dulaney.  As  I  recall,  it  was  $18,000  in  the  Coal  Creek,  and  I 
do  not  remember  the  amoimts  in  the  others,  but  I  shall  produce  that. 

Mr.  Thom.  You  recall  it  was  $18,000.  You  mean  it  was  184 
shares,  I  suppose,  and  the  par  value  of  that  would  be  $18,400.  How 
much  was  the  total  capitalization  ? 

Mr.  Dulaney.  Is  that  a  question  to  me  ? 

Mr.  Thom.  Yes — the  total  stock  of  the  Coal  Creek  Mining  &  Manu- 
facturing Co.  ? 

Mr.  Dulaney.  I  have  stated  that  the  memorandum  which  I  have 
shows  in  dollars  about  $18,000. 

Mr.  Thom.  Oh,  no.  I  said  how  much  was  the  total  capitalization, 
the  total  stock  of  that  company  ? 

Mr.  Dulaney.  I  really  do  not  know,  sir. 

Mr.  Thom.  One  hundred  and  eighty-four  shares  is  a  very  insignifi- 
cant part  of  it,  is  it  not  ? 

Mr.  Dulaney.  I  will  grant  that  it  is,  for  your  sake. 

Mr.  Thom.  You  need  not  do  anything  for  my  sake.  You  ape  not 
here  doing  anything  for  my  sake,  out  you  are  nere  doing  everything 
for  your  own  sake.  Do  not  try  to  make  that  impression.  I  wiU 
endeavor  in  a  modest  way  to  try  to  take  care  of  myself. 

Mr.  Dulaney.  I  shall  do  the  same  thing,  sir. 

Mr.  Thom.  I  have  noticed  that.     Do  you  not  know 

Mr.  Dulaney.  To  prevent  further  parleying,  I  grant  that  it  is  not 
a  great  proportion  of  the  company.    I^ow,  what  is  your  question  ? 
,    Mr.  Thom.  The  next  question  is,  Do  you  not  know  that  that  was 
acquired  by  the  Southern  Railway  Co.  as  a  part  of  its  purchase  of  the 
Knoxville  &  Ohio  Railroad  and  found  in  its  treasury? 

Mr.  Dulaney.  I  assert  it  is  immaterial  as  to  how  it  acquired  it. 
I  do  not  know  anything  about  that.     I  simply  state  it  did  it. 

Mr.  Thom.  Do  you  not  know  in  addition  to  that  that  the  Southern 
Railway  has  tried  to  sell  it  and  it  can  not  find  a  purchaser  for  it  ? 

Mr.  Dulaney.  I  do  not  know  anything  of  the  sort,  sir. 
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Senator  Smith  of  Michigan.  I  have  not  heard  the  name  of  this 
coal  company. 

Mr.  Thom.  The  Coa]  Creek  Mining  &  Manufacturing  Co. 

Senator  Smith  of  Michigan.  That  is  the  corporate  title  ? 

Mr.  Thom.  That  is  the  corporate  title.  The  Southern  Railway 
Co.  has  a  certificate  for  184  shares  of  stock  in  that  company,  which 
it  acquired  with  the  KnoxviUe  &  Ohio  Railroad  Co.,  and  found  it,  in 
other  words,  bought  it  among  the  assets  of  that  company. 

Senator  Smith  of  Michigan.  What  time  ? 

Mr.  Thom.  Away  back  yonder,  about  1894. 

Senator  Smith  of  Michigan.  Let  us  have  the  total  capitalization  of 
that  company,  if  you  can,  so  we  will  not  be  left  in  douot. 

Mr.  Thom.  1  will  try  to  get  that. 

Mr.  DuLANET.  Do  you  object,  in  that  connection,  to  telling  just 
what  you  own  in  other  companies  in  that  district  ? 

Mr.  Thom.  We  never  have  had  any  objection  to  it;  and  we  have 
never  concealed  it.  Whatever  we  own  is  probably  on  file  with  the 
Interstate  Commerce  Commission,  and  I  do  not  know  of  owning 
another  share  of  anything,  and  I  want  to  know  if  we  do. 

Mr.  DuT^ANEY.  I  do  not  know,  but  I  mentioned  where  I  got  the  in- 
formation, at  the  Interstate  Commerce  Commission. 

Mr.  Thom.  Have  you  any  information  that  we  own  anything  else 
in  that  territory  or  in  any  other  territory  in  coal  mines? 

Mr.  DuLANEY.  I  have  information  that  }■  ou  own  land  in  Alabama. 

Mr.  Thom.  Land  in  Alabama  ? 

Mr.  DuLANEY.  In  the  Alabama  district,  or  in  the  Alabama  coal 
district. 

Mr.  Thom.  Being  mined  for  coal  ? 

Mr.  DuLANEY.  I  can  not  answer  thcit  question,  sir. 

Mr.  Thom.  While  we  are  on  the  Alabama  matter:  What  time  was 
it  that  the  Coal  Trust,  as  you  call  it,  bought  into  the  Alabama  field? 
You  are  alluding  to  the  purchase  made  by  the  United  States  Steel  Co. 
in  1907  ? 

Mr.  Dui^ANEY.  That  was  one  reference ;  yes,  sir. 

Mr.  Thom.  Was  there  any  other  reference  ? 

Mr.  Dtjlaney.  I  am  not  prepared  to  answer  that,  colonel. 

Mr.  Thom.  Well,  just  do  it  *^for  my  sake.'' 

Mr.  Dtjlaney.  I  would  if  I  could,  joyfully. 

Mr.  Douglas.  I  thought  you  did  not  need  any  assistance  ? 

Mr.  DuLANEY.  He  is  now  calling  for  help. 

Mr.  Thom.  I  want  him  to  do  something  for  **my  sake."  You 
know  of  no  other,  then  ? 

Mr.  DuLANEY.  Now,  suppose  you  tell  us.  I  have  also  heard  that 
your  company  owns  coal  land  in  Tennessee. 

Mr.  Thom.  Being  mined  ? 

Mr.  DuLANEY.  I  do  not  know,  sir. 

Mr.  Thom.  Have  you  ever  heard  it  was  being  mined  i 

Mr.  DuLANEY.  I  want  to  get  myself  a  drink  of  water. 

Mr.  Thom.  You  ought  to  nave  asked  me  to  get  the  water  for  you. 
I  would  have  done  that  for  **your  sake." 

Mr.  DuLANEY.  He  seems  to  be  pretty  well  taken  care  of. 
Mr.  Thom.  Is  it  being  mined,  or  did  you  ever  hear  of  it  being 
mined? 
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Mr.  DuLANEY.  I  do  not  know. 

Mr.  Thom.  Mr.  Dulaney,  reverting  to  this  purchase  by  the  United 
States  Steel  Corporation  of  the  Tennessee  Coal  &  Iron  Co.  in  1907. 
I  suppose  that  the  rates  on  coal  from  that  field  have  not  been  reduced 
since  that  purchase.  What  influence  would  that  field  have  on  the 
question  of  rates  ?  Would  there  be  any  favor  shown  to  that  field 
because  of  the  entry  into  it  of  the  United  States  Steel  Co.  ? 

Mr.  Dulaney.  That  is  your  statement  of  the  question. 

Mr.  Thom.  Well,  do  you  know  whether  or  not,  or  have  you  ever 
heard  that  the  rates  on  coal  have  been  reduced  from  the  Alabama 
coal  fields  since  the  purchase  by  the  United  States  Steel  Co.  ? 

Mr.  Dulaney.  I  have  not. 

Senator  Smith  of  Michigan.  Since  1907  ? 

Mr.  Thom.  Yes,  sir. 

Mr.  Dulaney.  I  have  not;  but  the  fact  remains  that  the  rate  to 
New  Orleans  is  $1.25. 

Mr.  Thom.  And  it  was  so 

Mr.  Douglas.  One  minute;  let  him  finish  the  answer. 

Mr.  Dulaney.  And  that  the  rates  to  Gulf  ports  for  shorter  hauls 
than  Birmingham  to  New  Orleans  is  $1. 

Mr.  Thom.  If  all  that  was 

Mr.  Dulaney.  I  am  not  through. 

Mr.  Thom.  I  just  thought  you  were.  I  will  withdraw  the  question 
imtil  you  are  through. 

Mr.  Dulaney.  A^d  that  those  rates  ought  certainly,  in  some 
measure,  to  estabhsh  the  ability  of  the  Southern  Railway  to  haul 
coal  the  other  direction  toward  Jacksonville  at,  say,  $1.40  or  $1.50 
rate.  The  difference  in  distance  between  Jacksonville  and  Birming- 
ham and  between  New  Orleans  and  Birmingham  is  not  great.  It 
is  all  a  question  of  whether  the  road  wants  to  do  it  or  not.  Just  what 
the  favoritism  is  there  will  appear  in  the  records  probably  later.  I 
am  not  called  upon  to  give  them  any  further  than  to  state  what  I 
have  stated,  that  I  believe  they  are  maintained  as  the  result  of  the 
trust  influence  which  controls  tne  poUcy,  as  I  believe,  of  the  Southern 
Railway,  sir. 

Mr.  Thom.  Now,  have  vou  finished  ? 

Mr.  Dulaney.  I  have  finished  that  question. 

Mr.  Thom.  But  if  there  has  been  no  reduction  of  rates  since  the 
United  States  Steel  Corporation  bought  into  that  district,  then  the 
rates  there  have  not  been  established  out  of  consideration  for  the 
United  States  Steel  Corporation,  have  they  ? 

Mr.  Dulaney.  If  your  statement  is  true,  the  answer  is  no. 

Mr.  Thom.  Now,  would  you  be  surprised  to  learn 

Mr.  Dulaney.  Let  me  finish,  sir,  will  you  please  ? 

Mr.  Thom.  I  can  not  tell  when  you  are  through. 

Mr.  Douglas.  You  are  not  the  most  patient  man  I  ever  saw.  ^ 

Mr.  Dulaney.  One  of  the  strong  jjomts  I  have  made,  or  tried  to 
make,  is  this:  That  the  Southern  Railway  never  changes  rates,  if  it 
can  help  it;  that  the  Southern  Kailwajr  maintains  its  present  atti- 
tude toward  tidawater  and  toward  the  tidewater  outlet  by  standing 
pat  on  the  higher  rates  that  have  been  there  probably  for  20  years; 
that  is  the  pomt  that  I  wish  to  impresa  upon  you  and  upon  this  com- 
mitt-ee. 
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Mr.  Thom.  You  say  these  are  very  low  rates  from  Alabama  fields. 
What  has  maintaining  high  rates  got  to  do  with  maintaining  low 
rates? 

Mr.  Douglas.  He  did  not  say  low  rates. 

Mr.  DuLANEY.  Will  you  please  say  when  I  said  low  rates  ? 

Mr.  Thom.  A  moment  ago.  You  were  arguing  that  they  are  to  be 
the  measure  of  rat^s  into  Florida. 

Mr.  DuLANEY.  You  have  made  a  statement. 

Mr.  Douglas.  I  challenge  the  counsel's  statement.  He  never  said 
that. 

Senator  Smith  of  Michigan.  The  inference  I  drew  from  what  he 
said  was  that  the  Birmingham  rates  were  still  favorable  after  the 
acquisition  of  the  Tennessee  Coal  &  Iron  Co.'s  property.  Am  I  wrong 
about  that,  Mr.  Dulaney  ? 

Mr.  DUJ.ANEY.  That  is  correct. 

Senator  Smfth  of  Michigan.  I  recall  that.  You  do  not  need  to 
have  the  stenographer  look  for  that. 

Mr.  Thom.  The  counsel  has  questioned  my  statement. 

Mr.  Douglas.  I  adopt  the  explanation  of  Senator  Smith. 

Senator  Smith  of  Michigan.  If  you  think  that  is  not  the  correct 
version  there,  we  will  go  back. 

Mr.  Douglas.  I  thuik  jrou  stated  it  exactly  right. 

Senator  Smith  of  Michigan.  We  will  go  back.  I  had  quite  a  clear 
impression  that  is  what  he  said. 

Mr.  Thom.  There  isr  something  back  of  that — what  he  said  about 
these  rates. 

Senator  Smith  of  Michigan  (to  the  stenographer).  Go  on  and  look 
it  up. 

Mr.  DuLANEY.  Because  I  stated  the  rates  to  Birmingham  were 
lower — from  Birmingham  to  New  Orleans  are  lower  than  those  to  the 
Atlantic  coast  from  Birmingham. 

Mr.  Douglas.  But  you  nowhere  said  they  were  low  rates. 

Mr.  Thom.  I  do  not  mean  he  used  the  word  '4ow,''  but  the  inevit- 
able inference  was  he  was  taking  these  low  rates  in  comparison  with 
the  rates  into  Florida. 

Senator  Smith  of  Michigan.  The  more  favored  field. 

Mr.  DuLANEY.  I  accept  your  statement  now,  sir. 

(Thereupon,  by  direction,  the  stenographer  read  as  follows:) 

Mr.  DuLANEY.  And  that  those  rates  ought  certainly,  in  some  measure,  to  establish 
the  ability  of  the  Southern  Railway  to  haul  coal  the  other  direction  toward  Jackson- 
ville at,  say,  |1.40  or  $1.50  rate.  The  difference  in  distance  between  Jack8on>dlle 
and  Birmingham  and  between  New  Orleans  and  Birmingham  is  not  great.  It  is  all 
a  question  of  whether  the  road  wants  to  do  it  or  not.  Just  what  the  favoritism  is  there 
will  appear  in  the  records  probably  later.  I  am  not  called  upon  to  ^ve  them  any 
further  than  to  state  what  I  have  stated — that  I  believe  they  are  mamtained  as  the 
result  of  the  trust  influence  which  controls  the  policy,  as  I  believe,  of  the  Southern 
Railway,  air. 

Mr.  Thom.  Now,  Mr.  Dulanej,  would  you  be  surprised  to  learn  that 
this  low  rate  from  the  Birmingham  fields  into  New  Orleans  was 
placed  there  many  years  before  the  United  States  Steel  Corporation 
got  in  competition  with  the  roads  from  the  Pittsburgh  district  down 
the  Ohio  River  and  the  Mississippi  River,  in  the  attempt  to  get  into 
the  New  Orleans  and  other  river  point  markets  ? 

Mr.  DuLANEY.  No;  I  would  not  be  surprised  that  that  got  in  then. 
I  would  not  be  surprised  at  most  anythmg  that  will  mamtain  those 


192  TRANSPORTATION  OF  GOAL. 

rates  where  they  now  benefit  the  friends  or  the  men  of  influence  in 
the  Southern  Railway.  I  agree  with  you  fully  that  rates  generally 
on  the  Southern  Railway  have  not  been  changed  for  many  years— a 
great  many  of  them. 

Mr.  Thom.  But  the  point,  Mr.  Chairman,  was,  here  is  a  rate  you 
speak  of  as  a  very  bad  rate  and  being  in  competition  with  the  trust 
mines  of  Pittsburgh. 

Mr.  DuLANEY.  I  mentioned  it  as  a  rate  fact  without  attempting  to 
state  how  long  it  had  been  there.  The  purpose  of  calling  particular 
attention  to  that  rate  was  to  show  that  tne  same  rate,  at  least,  might 
prevail  in  going  eastward  to  tidewater,  and  the  only  purpose  of 
that 

Mr.  Thom.  Mr.  Dulaney,  in  this  Andys  Ridge  case,  which  you 
have  denominated  the  **frame  up,"  the  commission  found  that  the 
Coal  Creek  field  had  an  advantage  in  distance  over  the  Appalachian 
field  through  Knoxville  of  119  miles,  did  they  not? 

Mr.  Dulaney.  I  do  not  know,  sir. 

Mr.  Thom.  Well,  then,  I  will  read  from  the  report  of  the  com- 
mission ? 

Mr.  Dulaney.  I  will  grant  it,  for  ''your  sake." 

Mr.  Thom.  At  page  410: 

The  advantage  in  distance  to  that  field  as  against  the  Appalachian  field  is  119  miles. 

Did  not  the  commission  then  establish  a  35-cent  diflFerential  through 
Knoxville  as  against  the  whole  Appalachian  field,  and  in  favor  of  the 
Coal  Creek  field  ? 

Mr.  Dulaney.  That  is  my  understanding,  and  it  at  the  same  time 
provided,  the  Southern  Railway  almost  at  the  same  time  provided, 
compensatory  damages  to  Mr.  Wentz  and  to  the  Virginia  Iron, 
Coal  &  Coke  Co.,  as  shown  by  the  records  which  I  have  already 
introduced. 

Mr.  Thom.  And  that  35-cent  diflferential,  which  the  Interstate 
Commerce  Commission  established,  is  the  rate  at  Ejioxville  about 
which  you  have  complained  ? 

Mr.  Dulaney.  That  is  correct,  but  I  must  call  attention  again  to 
an  important  fact.  Senator  Smith  very  properly  asked  a  day  or  two 
ago  if  the  rates  after  they  were  put  in  by  tne  Interstate  Commerce 
Commission  were  not  legal  rates.  That  was  a  very  proper  question. 
I  called  attention  to  this  case  to  show  the  method  used  by  the  South- 
em  Railway,  which  I  pronounce  unhesitatingly  a  fraud  to  deceive 
the  commission.  I  beUeve  they  did  deceive  the  commission;  I 
believe  that  rate  was  put  in  as  a  **frame  up.''     I  repeat  it,  sir. 

Senator  Smith  of  Michigan.  You  refer,  of  course,  to  the  Andys 
Ridge  case  ? 

}&.  Dulaney.  I  refer  to  the  Andys  Ridge  case. 

Senator  Smith  of  Michigan.  And  is  that  the  only  case  that  you 
refer  to  in  making  that  charge  ? 

Mr.  Dulaney.  It  is,  sir. 

Senator  Smith  of  Michigan.  And  that  is  the  only  "frame  up"  that 
has  come  under  your  immediate  observation? 

Mr.  Dulaney.  It  is,  and  I  have  not  and  do  not  reflect  upon  the 
Interstate  Commerce  Commission.  Let  the  facts  speak  for  them- 
selves. 
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Senator  Smith  of  Michigan.  I  may  have  lost  it,  but  it  may  help  to 
hasten  the  inquiry,  that  we  understand  and  are  agreed  that  the 
Andys  Ridge  case  was  the  outgrowth  of  the  Philadelphia  conference, 
which  was  suggested  by  your  counsel;  that  is,  the  presentation  of  the 
case  was  the  outgrowth  of  these  preliminary  arrangements  made  by 
your  own  counsel,  and  that  you  were  a  party  to  that  case,  and  that 
the  decision  of  the  Interstate  Commerce  Commission  was  disappoint- 
ing to  you  and  practically  maintained  the  status  quo.     Am  I  nght? 

Mr.  Thom.  So  far  as  Morristown  was  concerned,  but  it  made  the 
new  differential  at  Knoxville. 

Senator  Smith  of  Michigan.  That  is  what  I  was  going  to  say;  it 
maintained  the  status  quo  so  as 

Mr.  DuLANEY.  So  far  as  Morristown. 

Senator  Smith  of  Michigan.  Morristown — I  suppose  that  is  that 
junction  point — but  permitted  an  increase  in  the  differential  at  Knox- 
ville; is  that  right? 

Mr.  DuLANEY.  I  do  net  understand  that  it  left  the  Morristown 
gateway  in  status  quo.     However,  I  can  not  speak  definitely  on  that. 

Senator  Smith  of  Michigan.  What  do  you  think  about  that,  Mr. 
Wentz  ?    Do  you  know  anything  about  that  ? 

Mr.  Wentz.  The  commission,  in  its  findings,  said  that  the  differ- 
ential at  Morristown  should  not  exceed  25  cents,  and  that  the  differ- 
ential at  Knoxville  should  not  be  less  than  35  cents.  The  subseauent 
differentials  were  fixed  as  a  result  of  conference  between  all  the 

?arties  interested,  including  the  operators  of  Kentucky,  Virginia, 
7eat  Virginia,  Tennessee,  and  the  interested  carriers. 
Senator  Smith  of  Michigan.  At  what  ? 

Mr.  Wentz.  At  10  cents  from  Morristown  to  a  part  of  the  territory. 
Senator  Smith  of  Michigan.  What  part  ? 
Mr.  Wentz.  It  is  rather  complicated.  Senator. 
Senator  Smith  of  Michigan.  I  would  like  to  know  what  it  was,  the 
northern  or  the  southern  part  of  that  territory. 

Mr.  Wentz.  It  was  the  eastern  part  of  South  Carolina  and  the* 
southern  part  of  South  Carolina.     Then  that  differential  was  increased 
to  15  cents  for  another  intervening  territory,  embracing  a  part  of 
Georgia  and  a  part  of  South  Carolina,  and  was  then  increased,  I 
think,  to  25  cents,  was  it  not,  Mr.  Green  ? 

Mr.  Green.  There  are  only  three  differentials,  Mr.   Wentz;  10 
cents,  25  cents,  and  35  cents. 
Mr.  Wentz.  Ten  cents,  25  cents,  and  35  cents. 
Senator  Smith  of  Michigan.  Is  that  all  the  outgrowth  of  the  Andys 
Ridge  case  ? 
Mr.  Wentz.  Yes,  sir. 

Mr.  Thom.  The  situation  was,  if  you  will  let  me  explain  it,  Senator: 
The  decision  in  the  Andys  Ridge  case  said  that  the  differential,  as 
against  the  Appalachian  field,  in  favor  of  the  Coal  Creek  field,  should 
not  be  more  tnan  25  cents  to  Carolina  territory;  that  the  differential 
through  the  Knoxville  gateway  should  not  be  less  than  35  cents  in 
favor  of  the  Coal  Creek  operators  over  the  Appalachian  and  Black 
Mountain  operators.  Now,  after  that,  you  will  observe  that  the  25 
cents  was  a  maximum  through  Morristown. 
Senator  Smith  of  Michigan.  Yes. 
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Mr.  Thom.  After  that  the  operators  met  and  agreed  among  them- 
selves as  to  what  that  differential  which  should  not  exceed  25  cents 
should  be,  and  that  was  then  placed  as  to  certain  of  the  tenitofy  in 
the  southeast  at  10  cents  as  to  CaroUna  territory,  and  at  25  cents 
between  that  territory  and  the  territory  to  which  the  35  cents  through 
Knoxville  obtained. 

Senator  Smith  of  Michigan.  Now,  if  that  is  true,  then  the  results 
of  that  case  must  have  been,  to  that  extent,  helpful  instead  of  harmful. 

Mr.  DuLANEY.  I  do  not  accept  that. 

Another  matter  that  I  wish  to  call  attention  to  here  is,  that  if  this 
was  a  friendly  combination  of  interested  parties,  why  the  poor  con- 
sumers over  in  Carolina  were  not  made  parties  likewise;  if  it  were  a 
friendly  suit  which  was  brought,  as  indicated  here,  for  the  purpose  of 
fixing  things  amicably,  what  became  of  the  consumer?  Why  was 
he  not  asked  to  participate  in  some  of  these  conferences  and  state  his 
grievances  ? 

Mr.  Thom.  Why  did  you  not  invite  them  in,  Mr.  Dulaney  ?  You 
were  a  part7  to  it. 

Senator  omith  of  Michigan.  He  evidently  did  not  have  any  regu- 
lar counsel. 

Mr.  Dulaney.  Will  you  say  that  we  attended  the  conference  that 
fixed  the  rate  following  that,  sir  ? 

Mr.  Thom.  I  do  not  know  about  that. 

Mr.  Dulaney.  We  found  it  to  be  a  '^frame  up'^  some  time  during 
the  proceedings,  and  we  entered  our  protest. 

Mr.  Lyon.  Mr.  Dulaney,  let  us  get  this  matter  straight  about  the 
conference  in  Philadelphia.     Was  it  held  subsequently  ? 

Mr.  Thom.  Are  you  now  going  to  conduct  the  cross-examination? 

Mr.  Lyon.  Unless  the  committee  stops  me,  Mr.  Thom,  I  am  going 
to  ask  a  question. 

Mr.  Thom.  Who  are  you  going  to  address  ? 

Mr.  Lyon.  I  am  going  to  address  Mr.  Dulaney  a  question. 

Mr.  Thom.  I  know 

Mr.  Lyon.  Mr.  Chairman,  may  I  ask  a  question? 

Mr.  Dulaney.  We  are  trying  to  get  the  facts. 

Mr.  Lyon.  Every  time  I  make  an  attempt  to  get  on  my  feet,  Mr. 
Thom  objects  to  it. 

Mr.  Thom.  I  have  no  objection  to  your  getting  on  your  feet.  I 
withdraw  the  objection. 

Senator  Smith  of  Michigan.  I  am  inclined  to  hear  anything  that 
will  throw  any  light  on  it. 

Mr.  Lyon.  1  simply  thought  there  was  a  misstatement  made  about 
the  time  of  this  conference  held  in  Philadelphia,  in  relation  to  the 
question  you  asked  if  that  was  prior  to  the  filing  of  the  Andys  Ridge 
case. 

Senator  Smith  of  Michigan.  I  asked  it  if  eventuated  into  the  Andys 
Ridge  case." 

Mr.  Lyon.  I  understand  that  conference  was  held  subsequent  to 
the  filing  of  the  Andys  Ridge  case,  and  these  men  were  intervening. 

Mr.  Douglas.  That  had  nothing  to  do  with  the  origination 

Mr.  DUI.ANEY.  Absolutely  nothing.  It  was  in  the  nature  of  de- 
fending that  situation. 

Mr.  Thom.  No,  Senator;  the  first  letter  shows  that  the  Andys  Ridge 
case  had  been  instituted,  and  this  was  a  conference  of  the  people 
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who  proposed  to  intervene  to  protect  their  interests  in  an  existing 
suit. 

Senator  Smfth  of  Michigan.  That  is  the  letter  of  November  ? 

Mr.  Thom.  Yes,  sir;  was  for  the  purpose  of  intervening. 

Mr.  Lyon.  The  Andys  Ridge  case  started  in  the  summer  before, 
in  July  or  August,  1909,  and  1  understand  this  conference  was  held 
by  those  intervenors  in  December. 

Mr.  Thom.  Mr.  Lyon  is  right  about  his  date  in  that  respect. 

Senator  Smfth  of  Michigan.  That  is  all  right.  I  had  an  impression 
in  my  mind  that  the  Philadelphia  meeting  eventuated  into  the  Andys 
Ridge  case. 

ifr.  DuLANBY.  It  did  not,  sir. 

Mr.  Thom.  The  Andys  Ridge  case  was  brought  by  the  Coal  Creek 
operators. 

Senator  Smffh  of  Michigan.  The  Andys  Ridge  case  was  the  basis 
for  the  Philadelphia  conference? 

Mr.  TaoM.  That  is  it;  and  was  brought  by  the  Coal  Creek  opera- 
tors. 

Senator  Smith  of  Michigan.  Yes. 

Mr.  Thom.  Thev  never  having  been  parties  to  the  Black  Mountain 

Sroceeding,  and  they  come  in  to  attack  what  was  done  in  the  Black 
fountain  proceedings,  in  the  way  of  differential  in  which  they  were 
interested.  Then,  the  Virginia  operators  met  in  Philadelphia  to  con- 
cert their  defense  against  this  attack  that  was  being  made  by  the 
Coal  Creek  operators,  and  that  suggestion  of  a  conference  to  do  that 
came  from  Mr.  Dulaney's  counsel,  Mr.  Bachman. 

Mr.  DuLANEY.  Yes;  and  I  wish  to  add  that  was  a  perfectly  proper 
thing  to  do. 

Mr.  Thom.  Of  course  it  was;  but  it  does  not  look  hke  engaging  in 
a  frame  up. 

Mr.  Douglas.  He  was  engaged  in  a  friendly  frame  up. 

Mr.  DuLANEY.  He  was  engaged  in  an  honest  eflfort  to  get  a  square 
deal  for  the  Virginia  operators,  and  some  time  later  it  was  discovered 
that  he  was  alone  practically  in  the  matter  of  giving  the  square  deal; 
that  the  Black  Mountain  stood  alone  in  its  efforts  to  present  to  that 
commission  the  real  arguments;  that  if  they  had  been  presented 
would  possibly  have  given  us  the  reUef  in  a  measure. 

Mr.  Thom.  You  had  a  very  capable  man  there  to  present  them. 
Why  did  he  not  do  it  ? 

Mr.  DuLANEY.  He  was  not  permitted  to  do  it  because  the  agree- 
ment seemed  to  have  prevailed.     I  refer  to  the  record,  sir. 

Mr.  Thom.  He  was  representing  you  as  coimsel.  Why  did  he  not 
go  there  and  represent  your  views,  sir? 

Mr.  DuiANEY.  There  is  his  statement.  Read  it.  He  did  that 
very  thing,  sir;  he  protested  and  sought  the  privilege  of  maldng  these 
very  arguments  which  should  have  been  made,  and  was  refused  on 
some  OTound;  let  the  record  speak  for  itself. 

Mr.  Thom.  Did  Judge  Prouty  refuse  to  hear  any  argument  any- 
bodv  wanted  to  make? 

Mr.  DuLANEY.  I  refer  to  the  exhibit  of  Judge  Prouty's  letter.  Let 
that  answer  for  itself.    I  can  refuse  to  give  you  the  letter. 

Mr.  Thom.  Read  from  the  exhibit  anythmg  where  Judge  Prouty 
objected  to  hearing  anybody. 
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Mr.  DuLANEY.  I  will  be  glad  to,  if  you  will  let  me  have  a  copy  of  it. 

Mr.  Thom.  I  have  not  got  it;  I  do  not  know  what  you  are  talking 
about. 

Mr.  DuLANEY.  The  Andys  Ridge  case,  the  exhibits  in  the  Andys 
Rid^e  case. 

]V&.  Thom.  Here  is  the  Andys  Ridge  case  [handing  papers  to  Mr. 
Dulaney]. 

Mr.  IJULANEY.  If  you  have  no  objection  to  my  reading 

Mr.  RiXEY.  What  page  are  you  reading  from  ? 

Mr.  Dulaney.  Page  66  of  the  printed  record  of  yesterday.  This 
is  dated  February  9,  1910: 

Hop.  C.  a.  Prouty, 

Interstate  Commerce  Commissionj  Washington ,  D,  C. 

My  Dear  Sir:  Andys  Ridge  Coal  Co.  et  al.  v.  Southern  Railway  Co.  et  al . 

At  a  meeting  of  certain  of  the  interveners  in  this  case,  and  their  counsel,  held  in  the 
-city  of  Philadelphia  on  the  29th  of  December,  1909,  it  was  decided,  as  I  am  informed, 
that  it  would  be  the  policy  of  such  of  the  intervenors  as  were  represented  in  the  meet- 
ing, **  not  to  ask  for  through  rates  and  joint  rates  between  the  carriers.  '*  I  am  further 
advised  that  this  action  was  taken  after  Mr.  Henry  K.  McHarg,  who  was  present  in 
person  and  also  represented  by  counsel,  had  conferred,  by  long  distance  telephone, 
with  the  officials  of  the  Southern  Railway  in  Washington. 

My  client,  the  Black  Mountain  Coal  Land  Co.,  one  of  the  intervenors,  was  not  repre- 
sented in  the  meeting,  either  by  counsel  or  any  of  its  officers,  and  I  write  now  to 
advise  you  that  the  Black  Mountain  Co.  reserves  the  right,  on  the  hearing  and  argument 
of  the  case,  to  ask  for  the  establishment  of  through  routes  and  joint  rates  between  the 
carriers,  to  which,  on  what  we  conceive  to  be  the  proper  adjustment,  we  are  clearly 
entitled. 

Very  truly, 

E.  K.  Bachman. 

The  reply  is  dated  February  17,  1910: 

Mr.  E.  K.  Bachman, 

Citizens  Bank  of  Bristol  Building ,  Bristol^  Tenn. 

DsAR  Sir 

The  Chairman.  Mr. 


Mr.  Thom.  It  is  very  short. 

The  Chairman.  All  right,  go  ahead. 

Mr.  Dulaney  (reading) : 

Dear  Sir:  Yours  of  February  9  in  reference  to  Andys  Ridge  Coal  Co.  et  al.  v.  South- 
em  Railway  Co.  et  al.  has  been  received .  It  would  seem  to  me  evident  that  you  could 
not  be  concluded  by  any  agreement  or  understanding  which  your  compjetitors  might 
see  fit  to  make.  I  hardly  see  how  the  question  of  tJirough  rates  can  be  raised  upon  the 
proceeding  above  referred  to,  as  it  now  stands,  but  some  phase  of  that  case  may  have 
escaped  my  notice. 
I  hope  to  see  you  here  upon  the  argument. 
Truly,  yours, 

C.  A.  Prouty,  Commissioner. 

Mr.  Thom.  ''Upon  the  argument"  read  out. 

Mr.  Dulaney.  What  ? 

Mr.  Thom.  Read  out. 

Mr.  Dulaney.  "Upon  the  argument." 

Mr.  Thom.  That  does  not  indicate  any  refusal  to  hear  Mr.  Bachman, 
does  it  ? 

Mr.  Dulaney.  That  last  letter  speaks  for  itself. 

Mr.  Thom.  And  you  construe  tne  last  letter  is  a  refusal  on  Mr. 
Prouty's  part  to  hear  your  counsel  ? 
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Mr.  DuLANEY.  At  least  a  discouragement,  sir. 
Mr.  Thom.  When  he  says,   '^I  hope  to  see  you  here  upon  the 
argument''? 

Mr.  DuLANEY.  I  construe  that  as  a  mere  courtesy. 
Mr.  Thom.  Mr.  Dulaney,  let  us  be  a  little  specific  about  what  this 
fraud  was  that  the  Southern  Railway  Co.  committed  in  that  case. 

Mr.  Dulaney.  Make  your  question  specific,  and  I  shall  return  the 
answer  just  as  specific. 
Mr.  Thom.  Wnat  was  the  fraud  they  committed  in  that  case  ? 
Mr.  Dulaney.  They  framed  up  the  entire  case,  first,  by  instigating 
the  Knoxville — the  operators  in  the  Coal  Creek  and  other  fields,  and 
by  arranging  with  the  operators  in  the  Virginia  field,  who  should  have 
honestly  defended  that  position,  to  make  no  defense.     They  brought 
that  matter  by  testimony,  before  Commissioner  Prouty,  and  the  real 
argument,  the  real  facts  that  might  have  given  us  relief,  that  we  had 
a  right  to  present,  were  on  that  account  not  presented,  and  if  they  had 
been,  with  a  great  number  of  witnesses — those  professional  witnesses 
that  I  spoke  about  to  you  yesterday,  for  the  other  railroads  and  from 
these  trust  coal  operators,  where  the  commission  had  to  decide,  as 
I  understand  it,  from  the  testimony,  what  show  would  we  have  had  ? 
Mr.  Thom.  That,  then,  is  the  fraud  that  you  complain  of  ? 
Mr.  Dulaney.  That  is  the  frame-up  that  I  complain  of. 
Mr.  Thom.  Is  there  anything  in  addition  to  that,  in  the  way  of 
fraud,  that  you  complain  of?     If  so,  say  it  now. 

Mr.  Dulaney.  I  said  that  covered  the  case  pretty  well,  sir.  I  will 
add  that  the  same  record  also  shows  that  you  have  either  badly 
fooled  or  imposed  upon  Commissioner  Knapp,  or  you  had  a  mighty 
good  understanding  with  him  as  to  what  would  happen  in  that 
decision. 
Mr.  Thom.  But  he  did  not  deUver  the  opinion  in  the  case. 
Mr.  Dulaney.  Oh,  that  is  perfect  nonsense. 

Mr.  Thom.  Here,  Mr.  Dulaney,  let  us  keep  within  parliamentary 
limits,  now. 
Mr.  Dulaney.  I  beg  your  pardon,  sir. 

Mr.  Thom.  I  repeat  that  he  was  not  the  man  who  delivered  the 
opinion,  and  was  not  the  man  whom  your  counsel  quote  in  reference 
to  the  matter. 

Mr.  Dulaney.  That  is  true;  at  the  same  time,  I  do  not  admit 
that  the  chairman  of  the  commission  was  without  influence  in  that 
case  or  in  any  other  case,  so  far  as  that  is  concerned,  because,  as  I 
understand  it,  all  these  cases  are  heard  in  joint  session,  finally,  at  any 
rate. 

Senator  Smith  of  Michigan.  I  wonder  if  that  is  true;    I  did  not 
understand  that  was  true. 
Mr.  Dulaney.  I  understand,  sir,  that  that  is  true. 
Senator  Smith  of  Michigan.  I  thought  it  assigned  to  its  various 
members  the  hearing  and  the  decision  of  the  case,  and  unless  the 
decisions  on  the  cases  run  counter  to  the  precedent,  that  they  took 
no  part.     I  may  be  wrong  about  it. 

Mr.  Dulaney.  I  may  be  wrong,  but  in  the  cases  I  have  had  before 
the  commission  I  do  not  imderstand  that  is  the  practice;  that  they 
uniformly  hold  a  joint  session  on  all  their  cases. 

Senator  Smith  of  Michigan.  What  do  you  say  about  that,  Mr. 
Lyon? 
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Mr.  Lyon.  As  I  understand^  the  question  of  the  practice  is  just  like 
that  of  the  Supreme  Court  of  the  United  States  or  any  court — that 
where  one  coxnnussioner  hears  the  case  and  writes  the  decision,  and 
then  it  is  submitted  in  joint  session  or  conference,  and  all  the  com- 
missioners have  the  record:  all  the  briefs  are  filed  with  all  the  com- 
missioners, but  of  course  all  seven  can  not  write  an  opinion. 

Mr.  RiXEY.  The  cases  are  assimed  to  different  commissioners. 

Mr.  Thom.  I  understand  the  fact  about  this  case  was  that  it  was 
heard  by  Commissioner  Prouty  alone,  and  doubtless  took  it  after 
he  had  heard  it  into  the  rooms  of  the  commission.  I  do  not  know 
that  is  the  practice. 

Mr.  Lyon.  Senator  Smith  asked  me  a  question  and  I  was  making  a 
statement.  Most  of  the  cases  are  heard  by  examiners,  and  not  heard 
by  the  commission  itself,  so  far  as  the  taking  of  testimony  is  con- 
cerned, but  then  that  testimony  is  returned  to  the  commission  and  it 
it  is  taken  up  like  any  other  board  or  body  does  to  consider  it,  and  one 
commissioner  unquestionably  writes  the  opinion  of  the  commission 
and  it  is  taken  into  conference,  and  I  presume,  considered  by  them  as 
as  a  whole  and  issued  as  the  opinion  of  the  commission. 

Mr.  RiXEY.  Right  there,  if  Mr.  Prouty  heard  this  case,  would  he 
not  prepare  the  opinion  before  it  was  submitted  to  the  conference  ? 

Mr.  Lyon.  He  would ;  that  would  have  been  the  general  practice. 

Mr.  RtXEY.  He  would  prepare  the  opinion  and  submit  it  in  final 
form  to  the  conference  ? 

Mr.  Lyon.  I  have  stated  it  the  best  I  could.  That  would  be  the 
general  practice  on  that. 

Mr.  Thom.  The  point  I  want  to  get  at  is,  how  could  this  arrange- 
ment that  you  have  referred  to  have  prevented  your  counsel  from 
preventing  the  conditions  which  you  wanted  to  prevent  in  order  to 
get  what  you  considered  a  proper  decision  in  the  case,  and  in  answer- 
mg  that  question  I  call  your  attention  to  Judge  Prouty^s  letter,  in 
which  he  said  that  he  was  not  bound  by  any  conference  which  he  had 
not  agreed  to  be  bound  by  ? 

Senator  Smith  of  Michigan.  He  said  that  he  could  ''not  be  con- 
cluded by  any  agreement." 

Mr.  Lyon.  The  whole  thing  ought  to  be  stated  as  Judge  Prouty 
stated  it.     He  says  here : 

I  hardly  see  how  the  question  of  through  rates  can  be  raised  upon  the  proceeding 
above  referred  to,  as  it  now  stands,  but  some  phase  of  that  case  may  have  escaped  my 
notice. 

Mr.  Thom.  Read  the  balance,  if  you  are  going  to  read. 
Mr.  Lyon.  The  balance  of  it  reads: 

I  hope  to  see  you  here  upon  the  argument. 

Mr.  Thom.  At  the  last  he  invited  him  there  to  be  in  the  argument. 
Mr.  Lyon.  Said: 

I  hardly  see  how  the  question  of  through  rates  can  be  raised  upon  the  proceeding 
above  referred  to,  as  it  now  stands,  but  some  phase  of  that  case  may  have  escaped  iny 
notice. 


Mr.  RiXEY.  Let  me  ask  right  there 

The  Chairman.  Never  mind;  go  ahead. 

Mr.  Thom.  What  was  there  to  prevent  your  counsel  from  presenting 
to  the  commission  any  view  in  respect  to  that  matter  that  he  thought 
the  justice  of  this  cause  required  ? 
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• 

Mr.  DuLANEY.  I  know  of  none,  and  I  do  not  know  whether  he  did 
or  did  not. 

Mr.  Thom.  At  this  point,  I  will  accept  your  suggestion  and  will 
file  tl^e  Black  Mountain  decision  and  the  Andys  Ridge  decision. 

The  Chairman.  All  right. 

Mr.  Thom.  And  also  the  later  case  of  the  Victor  Manufacturing, 
which  is  No.  3466  of  the  Interstate  Commerce  Commission. 

Mr.  DuLANEY.  May  I  see  what  that  is,  sir  ? 

Mr.  Thom.  Yes,  sir  Dianding  paper  to  Mr.  Dulaney]. 

Mr.  Dulaney.  Is  that  a  decidea  case  ? 

Mr.  Thom.  Yes,  sir. 

(The  interstate  Commerce  Commission  decisions  referred  to,  in 
words  and  figures,  are  as  follows :) 

Opinion  No.  806. 
[Before  the  Interstate  Commerce  Commission.] 

No.  1381. 
Black  Mountain  Coal  Land  Company  bt  al.  v.  Southern  Railway  Company 

ET  AL. 

Submitted  October  20,  1908.    Decided  February  8,  1909. 

1.  The  charge  of  10  cents  more  per  ton  upon  shipments  of  coal  in  carloads  from  the 

Black  Mountain  coal  district,  in  the  State  of  Virginia,  than  from  the  Apalachia 
district,  in  the  same  State,  to  Morristown,  Term.,  and  aU  points  east  and  south 
thereof  on  defendants*  lines,  is  unjust  and  unreasonable. 

2.  The  rates  from  the  Apalachia  coal  district  in  Virginia,  including  the  Black  Moun- 

tain coal  district,  which  exceed  25  cents  above  the  rate  from  Coal  Creek  to  all 
points  on  defendants*  lines  east  and  south  of  Morristown,  Term.,  as  far  south  as 
Charleston,  S.  C,  and  Augusta,  Ga.,  unduly  discriminate  against  the  Black 
Mountain  and  Apalachia  operators  and  unduly  prefer  Coal  Creek  operators. 

3.  For  reasons  appearing  in  the  decision  the  commission  does  not  attempt  to  detennine 

whether  uie  10-cent  differential  applied  to  Toms  Creek  over  Apalachia  is  or  is 
not  reasonable. 

4.  A  carrier  can  not  lawfully  so  group  its  mines  with  resx)ect  of  rates  as  to  unduly  dis- 

criminate against  any  locality.  The  duty  imposed  by  law  is  to  give  equal 
treatment  to  all  shippers  who  are  in  position  to  aemand  it,  and  this  includes  the 
right  to  reach  competitive  markets  on  relatively  equal  terms. 

5.  Carriers  are  not  required  by  law,  and  could  not  in  justice  be  required,  to  equalize 

natural  disadvantages,  such  as  location,  cost  of  production,  and  the  like. 
Where,  however,  the  same  carrier  serves  two  districts  which,  by  their  location, 
the  character  of  their  output,  and  distance  from  markets  where  their  product 
must  be  disposed  of  are  in  substantially  similar  circumstances  and  conditions, 
the  serving  carrier  can  not  lawfully  prefer  one  to  the  other  in  any  manner 
whatsoever. 

E.  K.  BachmaUy  Archer  A.  Plegar,  and  William  A.  Glasgow,  jr.,  for  complainant. 
C.  B.  Northrup  for  Southern  Railway  Company. 

J.  F.  Bullitt  and  D.  D,  Hull,  jr.,  for  Virginia  &  Southwestern  Railway  Company 
and  BUck  Mountain  Railway  Company. 

Report  op  the  Commission. 
Knapp,  Chairman: 

This  complaint  is  brought  bv  the  Black  Mountain  Coal  Land  Company,  which  owns 
a  large  body  of  coal  land  in  what  is  known  as  the  "pocket"  country,  in  Lee  County, 
Va.,  Dy  certain  lessees  of  that  company,  and  by  two  independent  operators  in  the 
same  region. 

Coal  produced  in  the  district  in  which  the  lands  and  mines  of  complainants  are 
situatea  is  sold  in  the  States  of  North  and  South  Carolina  and  points  south  thereof  in 
competition  with  coal  produced  in  the  Pocahontas,  Toms  Cfreek,  and  Appalachia 
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districts  of  Virginia,  with  coal  from  Goal  Greek,  Jellico,  Wilder,  and  other  districts 
in  southern  Kentucky  and  eastern  Tennessee,  and  to  a  lesser  extent  with  Birmingham 
and  other  Alahama  coals.  The  Toms  Greek,  Appalachia,  and  Black  Mountain  dis- 
tricts are  situated  on  Black  Mountain  near  the  line  hetween  the  States  of  Virginia  and 
Kentucky  and  are  divided  for  rate-making  purposes  into  two  groups.  Group  1  com- 
prises the  Appalachia  district,  and  group  2  includes  two  detached  districts — one, 
Toms  Greek,  which  adjoins  group  1  on  the  east,  and  the  other.  Black  Mountain,  which 
adjoins  group  1  on  the  west.  The  Black  Mountain  district  includes  territory  em- 
braced by  the  North  Fork  of  Powells  River  and  extends  from  the  ridge  which  divides 
if  from  the  Appalachia  district  on  the  east  to  the  headwaters  of  Stone  Creek  on  the 
west,  a  distance  of  about  20  miles.  The  Appalachia  district  extends  from  the  ridge 
on  the  west  which  divides  it  from  the  Black  Mountain  district  to  the  upper  Guest 
River  watershed  on  the  east,  a  distance  of  about  17  miles.  The  Toms  Greek  district 
extends  east  of  the  ridge  which  divides  it  from  the  Appalachia  district  for  a  distance 
of  about  20  miles. 

Interment,  situated  about  the  ©enter  and  near  the  southern  boundary  line  of  the 
Appalachia  district,  is  the  junction  point  of  the  Vii^nia  &  Southwestern,  Black 
Mountain,  and  Louisville  &  Nashville  railroads  and  is  the  gateway  through  which 
all  coal  from  groups  1  and  2  passes  when  consigned  to  Tennessee  and  southeastern 
points  over  the  defendant  lines.  The  line  of  the  Louisville  &  Nashville  extending 
from  Middlesboro,  Tenn.,  to  Norton,  Va.,  passes  about  3  miles  south  of  the  Black 
Mountain  and  Appalachia  districts  and  touches  the  Toms  Greek  district  at  Norton. 
Some  time  prior  to  September,  1905,  the  Louisville  &  Nashville  built  a  spur  about  3 
miles  long  from  Pennington,  Va.,  to  the  southerly  line  of  the  Black  Mountain  district. 
The  Black  Mountain  Goal  Land  Company  thereafter  constructed  a  railroad  about  7 
miles  loi^  from  a  connection  with  this  spur  to  the  mines  of  the  district.  Coal  shipped 
from  the  Black  Mountain  fields  to  points  on  and  reached  by  the  Virginia  &  South- 
western was  transported  by  the  Black  Mountain  Railway  to  Pennington— the  Black 
Mountain  Company  operating  over  the  Louisville  &  Nashville  spur — thence  about  20 
miles  over  the  Louisville  &  Nashville  to  Interment;  thence  over  the  Vii^^nia  & 
Southwestern  to  Bluff  City,  Tenn.;  and  thence  over  the  Southern  via  Morristown, 
Tenn.,  and  Asheville,  N.  C.,  to  Carolina  points.  The  rate  charged  the  Black  Moun- 
tain operators  was  25  cents  per  ton  in  excess  of  the  rate  from  the  Appalachia  mines  to 
the  same  destination  points  ovei  the  same  route .  Shipments  from  the  Black  Mountain 
district  to  the  west  are  handled  by  the  Black  Mountain  Railway  to  Pennington,  for 
which  service  it  receives  5  cents  per  ton  from  the  shipper  and  3  cents  per  ton  from  the 
Lo\iisville  &  Nashville.  From  Pennington  and  Appalachia  the  rates  are  the  same  to 
western  destinations. 

September  20,  1905,  the  Coal  Land  Company  sold  the  Black  Mountain  Railway  to 
the  Virginia  &  Southwestern  under  a  contract  which  provided  that  the  latter  should 
cause  to  be  constructed  within  two  years  a  railroad  from  some  point  on  the  Black 
Mountain  road  to  a  connection  with  the  mam  line  of  the  purchasing  company.    There 
was  also  a  provision  in  the  contract  whereby,  on  and  after  the  completion  of  this  ex- 
tension, the  Virginia  &  Southwestern  guaranteed  the  Black  Mountain  Coal  Land 
Company  and  its  lessees,  on  coal  from  points  on  the  Black  Mountain  Railway  routed 
via  the  Virginia  &  Southwestern  to  Bristol,  Tenn.,  and  points  south  and  east  thereof 
as  well  as  to  all  points  on  the  Virginia  &  »South western,  a  rate  not  exceeding  10  cents 
per  ton  above  the  rate  from  mines  in  the  Appalachia  district  over  the  same  route  and 
to  the  same  destinations.    The  new  line  was  completed  about  December  9,  1907,  to 
a  connection  with  the  Virginia  &  Southwestern  at  Interment,  making  the  total  length   , 
of  the  road  some  25  miles. 

In  May,  1906,  the  Southern  Railway  Company  acquired  the  stock  of  the  Virginia 
&  Southwestern  and  now  owns  and  controls  that  road  as  well  as  the  Black  Mountain 
Railway.  The  questions  presented  by  this  record  are  therefore  to  be  considered 
with  respect  of  tneir  relations  to  the  Southern  system. 

The  Southern  reaches  the  Toms  Creek  district  over  the  rails  of  the  Louisville  i 
Nashville  and  Norfolk  &  Western  under  trackage  contracts  which  had  been  made  with 
the  Virginia  &  Southwestern.  Over  lines  to  the  north  from  Knoxville,  Tenn.,  the 
Southern  reaches  the  Middlesboro  (Ky.),  Jellico,  and  Coal  Creek  (Tenn.)  districts. 
Coal  when  destined  to  most  Carolina  points  over  the  Southern  from  tiiese  districts 
passes  through  Morristown. 

It  is  alleged  in  the  compliant,  in  substance  and  effect,  (1)  that  the  charge  of  10  cents 
more  per  ton  on  shipments  of  coal  from  Black  Mountain  to  most  of  the  Carolina  terri- 
tory than  is  charged  from  the  Appalachia  district  is  unreasonable  and  unjust,  and  (2) 
that  the  existing  adjustment  of  rates  on  shipments  from  the  Jellico,  Coal  Creek, 
Middlesboro,  and  Wilder  districts  to  points  in  Carolina  territory  and  so.uth  thereoi, 
when  compared  with  rates  from  Appalachia,  Toms  Creek,  and  Black  Mountain,  is 
unreasonable,  unjust,  and  unduly  discriminatory  in  favor  of  the  former  districts. 
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Kates  to  Morristown  from  these  coal  fields,  the  short  distances  by  defendant  lines, 
ttd  the  rates  per  ton  per  mile  are  as  follows : 


District. 


Vilder 

ellico 

k>al  Creek 

iiddlesboro 

)lack  Mountain 

Ippalachia 

Toms  Creek 


Average 

Rate  per 

distance. 

ton. 

Miles. 

145 

11.05 

107 

.90 

73 

.90 

111 

1.00 

170 

1.30 

159 

1.20 

170 

1.30 

Rate  per 

ton 
per  mile. 


MiUs. 
7.  a 
8.0 
12.0 
9.0 
7.6 
7.5 
7.6 


The  Pocahontas  coal  district  in  southwest  Virginia,  east  and  north  of  Toms  Creek,  is 
leached  by  the  Norfolk  &  Western.    The  Toms  Creek  district  is  reached  by  the 
JJorfolk  &  Western  via  Norton.    Shipments  of  coal  to  Carolina  territonr  from  Pocahontas 
uid  Toms  Creek  are  made  over  the  Norfolk  &  Western  to  Roanoke,  Va.,  and  thence  to 
W'inston-Salem,  N.  C,  where  they  are  turned  over  to  the  Southern,  or  Lynchburg,  Va., 
Mid  thence  to  Durham,  N.  C,  where  they  are  turned  over  to  the  Southern  or  to  the 
Seaboard  Air  Line.    Rates  from  Toms  Creek  are  10  cents  per  ton  higher  than  from 
Pocahontas.    Pocahontas  coal  is  a  superior  steam  coal  and  appears  to  command  about 
35  cents  per  ton  more  in  consuming  markets  than  coals  from  any  of  the  districts  under 
consideration.    So  far  as  can  be  ascertained  from  the  record  it  would  seem  that  the 
coals  produced  in  the  Appalachia  and  Black  Moimtain  districts  are  of  about  the  same 
character  as  coals  produced  in  the  Coal  Creek,  JelUco,  and  Wilder  districts  and  com- 
mand substantially  the  same  prices  in  competitive  markets.    Certain  of  the  Jellico 
coals  are  superior  for  domestic  use  and  certain  of  the  Black  Mountain  and  Appalachia 
coals  for  steam  purposes,  and  the  Black  Mountain  coal  appears  to  be  well  adapted  to 
domestic  use.    On  the  whole  we  find  that  the  difference  between  tiie  coals  prt)duced 
in  these  different  fields  is  not  so  marked  as  to  be  worthy  of  special  consideration  in 
determining  the  rate  adjustment.    It  does  not  appear  that  Middlesboro  coal  enters 
into  competition  with  the  Black  Mountain  or  Appalachia  coal  to  any  considerable 
extent,  very  little  of  it  finding  its  way  to  consuming  points  in  Carolina  territory. 

Carolina  territory,  so  called  in  rate  making,  includes  that  territory  which  extends 
north  and  east  of  a  line  drawn  from  Wilmington,  N.  C,  via  the  Atlantic  Coast  Line  to 
Columbia,  S.  C;  thence  via  the  Southern  Railway  to  Alston,  Newberry^  Greenwood, 
Abbeville,  Belton,  Anderson,  and  Seneca,  to  Walhalla,  S.  C.  The  testimony  relates 
chiefly  to  Carolina  territory,  which  appears  to  be  the  natural  market  for  the  sale  of 
Black  Mountain  and  Appalachia  coal.  Complaint  is  made,  however,  of  the  existing 
adjustment  of  rates  to  southeastern  points  as  far  south  as  Augusta,  Ga.,  and  Charleston^ 
^  C.  A  comparison  of  rates,  distances,  and  rates  per  ton  per  mile  from  the  Black 
Mountain,  Wilder,  and  Coal  Creek  districts  to  certain  common  points  is  shown  by  the 
following  table: 


From— 


^lack  Mountain  to — 

Spartanburg,  S.  C . 

Columbia,  S.C... 

Augusta,  Ga 

_  Charleston,  8.C.. 
Wilder  to— 

Spartanburg 

Columbia 

Augusta 

Charleston 

loal  Creek  to — 

Spartanburg 

Colombia 

Augusta 

Charleston 


Distance. 

Rate  i)er 
ton. 

Miles. 

336 

$2.16 

430 

2.46 

612 

2.40 

669 

2.16 

309 

2.00 

396 

2.26 

464 

2.10 

526 

1.80 

230 

1.86 

324 

2.10 

363 

2.10 

463 

1.80 

Rate  per 

ton 
per  mile. 


MiUs. 
6.39 
6.69 
4.68 
3.84 

6.47 
6.68 
4.62 
3.42 

8 

6.48 
6.78 
3.97 
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Rates  to  Carolina  territory  and  points  south  as  far  as  Charleston  are  made  from  the 
coal  fields  in  question  on  the  group  plan — that  is  to  say,  the  rate  to  a  particular  point 
from  any  one  of  the  districts  is  applicable  to  a  number  of  other  points  within  the  same 
group  area.  Rates  to  the  first  group,  including  Goldsboro,  Raleigh,  Sanford,  Greens- 
boro, Norwood,  and  Wilkesboro,  N.  C.,  intermediate  points  and  points  north  and  east 
thereof,  are  as  follows: 


From— 

Rate  per 
ton. 

Pocahontas  district 

12.30 

/     2.35 

\      2.50 

2.65 

2.76 

Coal  Creek  district 

Appalachia  district 

Black  Mountain  district 

The  second  group  embraces  points  south  of  the  above-described  territory,  including 
Charlotte,  N.  C.,  Lancaster,  Camden,  Sumter,  Columbia,  Trenton,  and  Warrensville, 
S.  C,  Augusta,  Ga.,  and  intermediate  points.  To  this  group  rates  from  Pocahontas, 
Toms  Creek,  Appalachia,  and  Black  Mountain  are  the  same,  ranging  from  $2.45  to 
$2.50  per  ton.  Kates  from  Coal  Creek  to  this  territory  are  35  cents  per  ton  lower,  and 
from  Wilder  20  cents  lower. 

The  third  groupincludes  points  west  of  Statesville,  N.  C,  and  Chester,  S.  C,  as  far  as 
Spartanburg,  Asheville,  and  intermediate  points.  To  these  points  the  Pocahontas 
rate  is  55  cents  or  more  above  Coal  Creek.  Differentials  to  this  group  are  also  applied 
to  points  south  of  Columbia,  S.  C,  including  Charleston,  Branch ville,  Blackville, 
Warrenville,  and  intermediate  points.  The  Pocahontas  rate  to  these  points  is  35 
cents  above  the  Coal  Creek  rate.  The  Appalachia  rate  to  most  of  this  territory  is  25 
cents  over  the  Coal  Creek  rate  and  10  cents  over  the  Wilder  rate. 

Points  west  of  Alston  and  Spartanburg,  S.  C,  and  Asheville,  N.  C,  as  far  as  Murphy, 
N.  C.j'and  Atlanta,  Ga.,  including  intermediate  points,  form  the  fourth  group,  and 
rates  from  Coal  Creek  are  20  cents  per  ton  less  than  from  Appalachia. 

It  is  insisted  by  complainants  that  the  differential  of  10  cents,  Black  Mountain  and 
Toms  Creek  over  Appalachia,  is  unreasonable  and  unjust.  It  is  clear,  however,  that 
Toms  Creek  is  not  in  the  same  situation  as  Black  Mountain  and  that  a  difterential  which 
is  unjust  to  the  latter  may  not  be  unjust  to  the  former.  As  to  that  we  express  no 
opinion.  The  Southern  does  not  reach  Toms  Creek  over  its  own  rails,  and  the  coal 
from  that  district  has  an  outlet  to  the  first  group  of  the  Carolina  territory  at  rates 
30  cents  above  the  Coal  Creek  rate.  So  far  as  appears,  Toms  Creek  operators  are  not 
complaining  of  the  present  adjustment,  an  it  is  therefore  to  be  presumed  that  they  are 
reasonably  satisfied  with  it.  Conditions  of  traffic  from  Toms  Creek  to  Interment,  the 
cost  of  mining,  and  the  character  of  the  coal  when  compared  with  Appalachia  and 
Black  Mountain  do  not  fully  appear.  For  this  reason  we  do  not  attempt  to  determine 
whether  the  10-cent  differential  applied  to  Toms  Creek  over  Appalachia  is  or  is  not 
unreasonable. 

The  situation  is  somewhat  different  with  the  Black  Mountain  district.  The  evi- 
dence does  not  show  that  coal  from  this  district  has  any  other  available  market  than 
points  to  the  southeast.  Shipments  to  the  west  over  the  Louisville  &  Nashville  meet 
the  competition  of  mines  nearer  consuming  markets  and  prices  obtainable  are  not 
remunerative.  It  also  appears  that  the  short-line  distance  from  the  Black  Mountain 
district  to  Morristown  would  be  to  Pennington  over  the  Southern,  thence  via  the 
Louisville  &  Nashville  to  a  connection  with  the  Southern  at  Middlesboro,  and  thence 
to  Morristown.  The  distance  by  this  route  is  153  miles,  but  it  appears  to  be  a  rather 
impracticable  route  by  reason  of  its  poor  physical  condition.  It  is  not  contended  by 
complainants  that  the  Southern  should  be  required  to  route  its  shipments  from  Black 
Mountain  via  this  line,  but  it  is  argued  that  the  Black  Mountain  mines  are  entitled 
to  have  the  short-line  distance  considered  in  determining  whether  they  should  pay  a 
10-cent  higher  rate  than  Appalachia. 

The  argument  is  made  by  defendants  that  operators  in  the  Black  Mountain  district 
began  mining  with  knowledge  of  a  10-cent  or  higher  differential  over  Appalachia, 
and  that  this  is  evidence  that  they  considered  the  10-cent  differential  to  be  reasonable. 
It  is  not  contended  that  the  contract  respecting  this  differential  is  binding  on  the 
Commission.  On  the  contrary,  it  is  admitted  that  the  reasonableness  of  the  freight 
charge  in  question  is  to  be  determined  from  considerations  independent  of  the  contract. 
Conditions,  however,  have  changed  materially  since  this  contract  was  entered  into. 
The  road  with  which  it  was  made  has  been  merged  into  the  Southern  system.    What 


TBANSPOBTATION  OF  OOAlJ  203 

mifiiit  perhaps  have  been  proper  as  between  separate  companies  operating  separate 
ana  distinct  short  lines  may  become  unreasonable  and  unjust  when  both  are  absorbed 
by  a  laige  system  which  serves  an  extensive  territory.  It  is  insisted  that  the  10-cent 
differential  does  not  meet  the  cost  of  service  from  the  Black  Mountain  mines  to 
Interment;  that  the  haul  from  these  mines  is  up  grade,  necessitating  short  trains  of 
small  tonnage.  The  Black  Mountain  road  is  new  and  only  about  25  miles  long,  and 
if  all  the  terminal,  switchings,  and  vard  expenses  are  to  be  chaiged  to  that  division  of 
tibe  Southern  system  it  would  very  likely  show  a  loss  even  under  a  higher  differential. 
In  point  of  fact,  as  its  proportion  of  the  through  rate,  the  Black  Mountain  Kailway 
has  been  idlowed  20  cents  ]^  ton,  and  even  then  it  is  asserted  has  not  paid  operating 
expenses.  When  tiie  Virginia  &  Southwestern  was  operated  as  a  separate  company 
it  was  allowed  hrom  50  to  60  cents  out  of  the  thro'u&:h  rate  as  its  proportion.  Goal  was 
then  delivered  to  the  Southern  at  Bluff  City.  The  distance  from  Interment  to  the 
latter  j>oint  is  81  miles,  thus  yielding  6  to  7  mills  {)er  ton  per  mile.  The  president  of 
the  Vuginia  &  Southwestern  testified  that  the  business  at  this  rate  proved  profitable. 
The  Southern  now  receives  the  whole  rate  from  Intermont  to  point  of  destination. 
While  on  a  haid  of  170  miles  to  Morristown  the  10  cents  j>er  tom  for  the  additional 
haul  on  the  Black  Mountain  road  might  not  be  excessive,  it  is  tx)  be  remembered  that 
the  coal  finds  its  market  from  250  to  500  miles  distant  and  that  the  whole  mileage  over 
the  line  of  one  carrier  is  fairly  to  be  charged  with  its  due  percentage  of  the  expense 
incurred  in  originating  the  traffic.  The  Black  Mountain  and  Appalachia  coal  is  of 
practically  the  same  character  and  must  find  a  sale  at  the  same  points  at  about  the 
same  price.  Goal  is  sold  on  close  margin,  and  10  cents  per  ton  as  an  additional  charge 
may  become  a  serious  handicap  to  successful  business  operations. 

In  behalf  of  defendants  it  is  argued  that  mines  are  grouped  with  reference  to  local 
conditions  and  on  what  appear  to  be  reasonable  groimds  at  the  time  the  grouping  is 
made;  that  there  is  no  uniformity  in  grouping,  and  that  there  are  no  two  sections 
where  the  difference  in  rates  and  the  difference  m  distance  correspond  with  each  other. 
However  this  may  be,  a  carrier  can  not  lawfully  so  group  its  mines  with  respect  of 
rates  as  to  unduly  discriminate  against  any  localit}^.  The  duty  imposed  by  law  is  to 
give  equal  treatment  to  all  shippers  who  are  in  position  to  demand  it,  and  this  includes 
the  right  to  reach  competitive  markets  on  relatively  equal  terms.  Carriers  are  not 
required  by  law,  and  could  not  in  justice  be  required,  to  equalize  natural  disadvantages 
such  a  location^  cost  of  production,  and  the  hke.  Where,  however,  the  same  earner 
serves  two  districts  whicn,  by  their  location,  the  character  of  their  output,  and  distance 
from  markets  where  their  product  must  be  disposed  of,  are  in  substantially  similar  cir- 
cumstances and  conditions,  the  serving  carrier  can  not  lawfully  prefer  one  to  the  other 
in  any  manner  whatsoever.  It  further  appears  that  coal  from  tne  mines  of  the  Appa- 
lachia district  is  delivered  at  Intermont  Iby  the  Interstate  Railroad,  a  separate  cor- 
I>oration,  for  which  service  10  cents  per  ton  is  paid  by  the  Southm  Company,  and 
the  Appalachia  operator  pays  the  Intermont  rate  for  all  shipments  to  southeastern 
points  reached  by  the  Southern.  Under  all  the  circumstances  we  find  that  the 
exaction  of  10  cents  per  ton  from  the  Black  Mountain  operator  for  transporting  his  coal 
to  Intermont  for  deUvery  to  points  in  Carolina  territory  is  unreasonable  and  unjust. 
and  that  all  things  consiaered  rates  from  the  Black  Mountain  mines  should  not  exceed 
those  from  Appalachia  to  the  same  destinations. 

Turning  now  to  the  question  of  rates  on  coal  to  Carolina  points  from  Black  Mountain 
and  Appalachia,  as  compared  with  rates  to  the  same  points  from  the  Tennessee 
fields,  it  may  be  observed  that  complainants  make  no  charge  that  the  rates  in  con- 
troversy are  unreasonable  per  se;  the  real  contention  is  that  they  are  relatively  unjust 
because  of  the  lower  rates  enjoyed  by  competing  producers.  For  this  reason  nothing 
herein  said  or  decided  will  preclude  the  further  consideration  of  the  intrinsic*  reason- 
ableness of  any  of  these  coal  rates  in  a  proper  proceeding. 

When  coal  from  either  of  the  districts  in  question  reaches  Morristown,  the  trans- 
portation conditions  from  that  point  to  destination  are  exactly  similar.  It  is  admitted 
oy  defendants  that  no  reason  exists  for  exceeding  at  any  i)oint  beyond  Morristown 
the  proper  differential  to  that  junction,  except  the  competition  which  it  is  insisted 
has  Drought  about  the  present  adjustment.  So  far  as  the  coal  produced  in  the  various 
districts  under  consideration  competes  in  the  markets  south  and  east  of  Morristown 
it  must  all  compete  under  substantially  similar  circumstances  and  conditions.  It 
is  of  the  same  general  character,  of  practically  the  same  value,  used  for  the  same 

Surpose  and  sold  in  the  same  markets.  This  being  so,  we  are  unable  to  see  why  the 
ifferential  at  Morristown  over  Coal  Creek  should  be  exceeded  at  points  beyond. 
The  defendants  insist  that  the  present  rate  adjustment  was  put  into  effect  in  1904, 
before  the  Black  Mountain  district  became  a  factor  in  the  situation;  that  rates  were 
made  with  reference  to  competition  between  Pocahontas  and  Tennessee  coals,  and 
that  rates  from  the  other  Tennessee  fields  in  question  were  made  differentials  above 
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Coal  Creek  to  all  the  consuming  territory  without  reference  to  the  relation  of  rates 
from  these  fields  to  Morrietown,  It  was  stated  that  the  first  rate  adjustment  to  Caro- 
lina territory  and  poii^ts  south  thereof  was  put  into  effect  some  time  in  1897.  At 
that  time  Appalachia  and  Black  Mountain  coal  was  not  produced,  and  the  compe- 
tition was  entirely  between  Pocahontas  coal  from  the  Norfolk  &  Western  and  New  Itiver 
coal  from  the  Chesapeake  &  Ohio  with  coal  from  the  Tennessee  districts,  and  the 
adjustment  was  made  with  reference  to  that  competition.  The  completion  of  the 
Black  Mountain  road  brought  actively  into  the  consuming  territory  new  districts 
of  supply  and  sharp  competition  between  these  new  districts  and  the  Tennessee  coal. 
This  change  in  the  situation  fairly  required,  as  it  seems  to  us,  a  readjustment  of  fates 
which  would  take  into  propper  account  the  new  operations.  It  is  urged  by  defend- 
ants that  any  readjustment  of  rates  which  puts  the  Black  Mountain  and  Appaladiia 
districts  near  on  a  parity  with  Coal  Creek  and  Wilder  would  result  in  a  reducticm  of 
rates  by  the  Norfolk  &  Western  and  Chesapeake  &  Ohio  to  group  destinations  1  and  2, 
hereinbefore  described.  It  is  difficult  to  see  how  a  readjustment  of  the  rates  from 
Black  Mountain  and  Appalachia  so  as  to  allow  coal  produced  there  to  be  sold  in  the 
groups  mentioned  would  require  a  reduction  from  the  PocsJiontas  and  the  New  River 
districts.  Neither  the  Norfolk  &  Western  nor  the  Chesapeake  &  Ohio  would  seem  to 
be  concerned  in  any  degree  with  the  question  whether  comi>etition  with  iJiefr  coal 
comes  from  the  Tennessee  or  the  southwest  Virginia  districts.  Pocahontas  coal  at 
the  same  rates  would  command  the  market  because  of  its  superior  quality,  and  even 
a  substantial  reduction  of  the  rate  from  the  Tennessee  and  southwest  Virginia  mines 
would  not,  it  is  believed,  interfere  with  the  sale  of  Pocahontas  coal  to  any  serious 
extent.  The  complaint  is  that  the  present  rate  adjustment  unduly  discriminates 
against  Black  Mountain  and  Appalachia  and  in  favor  of  Coal  Creek  and  neighboring 
districts.  It  is  with  that  question  we  have  to  deal,  and  while  it  is  proper  to  consider 
the  effect  of  our  decision  upon  the  general  rate  adjustment  applying  over  a  wide 
scope  of  territory  we  must  hold  that  rates  which  discriminate  against  one  locality  on 
a  particular  road  can  not  be  justified  on  the  ground  that  they  are  part  of  a  general 
scheme  adopted  by  several  roads  entering  the  same  territory  and  supplying  c(^  from 
different  and  unassociated  districts.  Every  locality  competing  in  a  common  market 
is  entitled  to  rates  which  are  relatively  reasonable  and  just  in  comparison  with  rates 
from  other  localities  served  by  the  same  carrier. 

The  average  distance  from  Appalachia  and  Black  Mountain  to  Morristown  is  164 
miles,  which  is  about  21  miles  greater  than  from  Wilder  and  about  90  miles  greater 
than  from  Coal  Creek.     Under  the  present  adjustment  the  rate  from  Appalachia  to 
Morristown  is  30  cents  per  ton  more  than  from  Coal  Creek  and  15  cents  per  ton  more 
than  from  Wilder. 

Complainant  insists  that  the  rate  from  Appalachia  should  not  exceed  the  rate  froU^ 
Wilder,  but  with  this  contention  we  are  not  able  to  agree.  It  is  argued  that  so  f»^ 
as  the  average  distances  to  consuming  points  are  concerned  Wilder  and  Appalachia 
are  nearly  on  a  parity.  While  this  may  be  admitted,  it  is  well  established  that  rat^^ 
are  not  made  with  respect  of  distance  alone.  Differences  in  cost  of  ser^dce  to  tb.^ 
carrier,  value  of  service  to  the  shipper,  and  questions  of  competition  in  the  selliii^ 
market  should  also  be  taken  into  consideration.  The  evidence  does  not  show  thst't 
Wilder  and  Appalachia  coals  are  active  competitors  in  the  Carolina  territory,  ce^^ 
tainly  not  to  the  same  extent  as  Coal  Creek  and  Jellico.  Wilder  operators  find  3- 
market  for  a  large  part  of  their  coal  at  Chattanooga  and  Atlanta  via  the  short  lin^- 
The  comparison  is  to  be  made  with  districts  which  are  actively  competitive  in  th.^ 
same  market,  and  we  do  not  find  that  the  application  of  the  Wilder  rates  to  Appalachia 
should  be  required. 

Complainants  urge  that  as  practically  all  the  coal  from  Appalachia  and  Coal  Creels 
on  its  way  to  Carolina  territory  passes  Asheville  as  well  as  Morristown,  the  differentia^- 
at  Asheville  represents  the  difference  in  cost  of  service  and  distance  between  th^ 
respective  districts.  The  Asheville  rate  was  put  into  effect  for  the  purpose  of  giving 
Appalachia  coal  an  outlet  to  the  southeast  over  the  Virginia  and  Southwestern,  and- 
Southern.  The  circumstances  surrounding  the  making  of  this  rate  were  considerecS- 
compelling  by  the  Southern.  It  is  insisted  by  the  latter  that  the  rate  to  AsheviU^ 
and  to  points  taking  the  same  rate  is  unreasonably  low  and  not  a  fair  measure  of  lii^ 
differential  that  should  be  applied  to  Appalachia  over  Coal  Creek. 

There  are  many  elements  to  be  taken  into  account  in  determining  the  questio*^ 
of  the  proper  relation  of  rates  between  these  districts.  Coal  Creek  operators  ar^ 
not  parties  to  this  proceeding.  We  are  therefore  not  fully  advised  what  effect  an^ 
readjustment  in  the  relation  of  rates  between  Coal  Creek  mines  and  those  of  the  Appj^^ 
lachia  district  may  have  upon  the  interests  of  the  former.  So  far  as  appears  Appi^-* 
lachia  operators  are  not  complaining.    Tables  submitted  in  evidence  show  tmu'^ 
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there  is  a  fairly  free  and  steadily  increasing  movement  from  Appalachia  mines  projo^r 
to  points  in  Carolina  territory  under  the  existing  adjustment.  It  is  our  duty  so^^ 
as  poBsible  to  determine  this  question  upon  a  basis  which  will  permit  the  varii^s 
distii^  to  compete  in  common  markets  under  circumstances  which  their  locatupn 
and  conditions  of  production  fairly  entitle  them  with  respect  of  their  relation  cine 
to  the  other.  We  are  bound  to  consider  whether  any  contemplated  readjustment 
will  result  in  serious  impairment  of  business  investments  or  undue  depreciation  in 
the  revenues  of  the  carrier. 

The  distance  from  Interment  to  Bristol,  Tenn.,  on  the  line  to  Morristown  is  about 
70  miles.  An  engine  has  to  make  about  100  miles  to  cover  the  distance,  because 
three  trips  are  necessary  to  take  an  ordinary  freight  train  over  Walker  Mountain. 
The  maximum  grade  over  this  division  is  179  feet  to  the  mile,  with  numerous  sharp 
and  reverse  curves.  The  maximum  grade  from  Coal  Creek  to  Morristown  is  114  feet 
to  the  mile.  The  expense  as  a  whole  in  assembling  the  coal  at  Interment  is  very 
great,  and  it  is  not  shown  that  a  similar  expense  is  borne  at  Coal  Creek.  We.  have 
found  that  the  10-cent  differential,  Black  Mountain  over  Appalachia,  should  be 
eliminated.  This  places  the  Appalachia  and  Black  Mountain  mines  on  an  equality 
so  far  as  rates  to  destinations  are  concerned.  Taking  into  account  the  greater  aver- 
age distance  from  the  Appalachia  and  Black  Mountain  mines  to  Morristown  as  com- 
pared with  the  distance  from  Coal  Creek  to  the  same  point,  and  the  higher  operating 
expenses  in  originating  the  traffic  and  on  the  line  from  Interment  to  Morristown, 
together  with  the  relation  that  this  district  bears  to  Coal  Creek  and  other  districts 
competing  in  the  same  consuming  markets,  there  appears  to  be  no  doubt  that  a  mate- 
rially higher  charge  on  Appalachia  coal  to  the  destination  points  in  question  is  justi- 
^fied  than  from  Coal  Creek.  Considering  that  interests  quite  likely  to  be  affected  by 
a  readjustment  of  rates  are  not  before  us  and  that  there  have  been  no  complaints 
so  far  as  appears  from  Appalachia  operators,  we  are  of  opinion  that  under  all  the  cir- 
cumstances a  reduction  of  only  5  cents  per  ton  in  the  differential  applied  on  Appa- 
lachia coal  to  Morristown  over  the  rate  from  Coal  Creek  to  the  same  point  should  now 
be  required.  And  we  therefore  find  that  rates  from  Appalachia,  including  Black 
Mountain,  which  exceed  25  cents  above  the  rate  from  Coal  Creek  to  all  points  east 
and  south  of  Morristown  in  Carolina  territory  and  as  far  south  as  Charleston  and  Augusta 
unduly  discriminate  against  the  Black  Mountain  and  Appalachia  operators  and 
tindttly-pjefer  Coal  Creek  operators  in  violation  of  the  third  section  of  the  act  and  are 
therefore  unlawful.  A  readjustment  on  this  basis  would  reduce  the  existing  differ- 
entials of  Black  Mountain  and  Appalachia  over  Coal  Creek  15  and  5  cents  per  ton, 
respectively. 

It  is  a  rule  of  well-nigh  universal  application  that  as  distance  increases  difference 
in  distance  becomes  relatively  less  important.  The  differential  that  we  have  found 
to  be  proper  at  Morristown — ^Appalachia  and  Black  Mountain  over  Coal  Creek — 
should  not  be  exceeded  at  any  destination  point  beyond  in  the  territory  here  in 
question. 

An  order  will  be  entered  in  accordance  with  the  conclusions  reached  above. 

Order. 

At  a  Greneral  Session  of  the  Interstate  Commerce  Commission,  held  at  its  office  in 
Washington,  D.  C,  on  the  8th  day  of  February,  A.  D.  1909. 

Present:  Martin  A.  Knapp,  Judson  C.  Clements,  Charles  A.  Prouty,  Francis  M. 
Cockrell,  Franklin  K.  Lane,  EdQ:ar  E.  Clark,  James  S.  Harlan,  commissioners. 

No.  1381.  Black  Mountain  Coal  Land  Company;  Virginia-Lee  Company;  Penning- 
ton Coal  Company;  Black  Mountain  Mining  Company;  Bondurant  Coal  &  Coke  Com- 
TOnv,  Monarcn  Coal  &  Coke  Company,  Darby  Coal  &  Coke  Company,  and  Dominion 
Coal  &  Coke  Company  v.  Southern  Railway  Company;  Virginia  &  Southwestern  Rail- 
way Company,  and  Black  Mountain  Railway  Company. 

This  case  beins:  at  issue  upon  complaint  and  answers  on  file,  and  having  been  duly 
heard  and  submitted  by  the  parties  and  full  investigation  of  the  matters  and  things 
involved  having  been  had,  and  the  Commission  having,  on  the  date  hereof,  made  and 
filed  a  report  containing  its  conclusions  thereon,  and  having  found  that  the  rates  from 
the  Aj>alachia  coal  district  in  Virginia,  including  the  Black  Mountain  coal  district  in 
Virginia,  which  exceed  by  more  thna  25* cents  the  rates  from  Coal  Creek  to  all  points 
<in  defedants'  lines  east  and  south  of  Morristown,  Tenn.,  as  far  south  as  Charleston, 
S.  C,  and  Augusta,  Ga.,  unduly  discriminate  against  the  Black  Mountain  and  Apa- 
lachia  operators  and  unduly  prefer  Coal  Creek  operators,  in  violation  of  the  third  sec- 
tion of  the  act,  and  having  found  that  the  charge  of  10  cents  more  per  ton  upon  ship- 
ments of  coal  in  carloads  from  the  Black  Mountain  district  aforesaid  than  from  tne 
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ladily  increaaing  movement  from  Appalachia  mines  proper 
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Apalachia  district  aforeeaid  to  said  Morristown  and  points  east  and  south  tiiereof  on 
defendants*  line  is  unjust  and  luireasonable: 

It  is  ordered^  That  the  defendants,  the  Southern  Bailway  Company,  the  Virginia  & 
Southwestern  Kailway  Company,  and  Black  Mountain  Kailway  CJompany  be,  and 
tiiey  are  hereby,  notified  and  required  to  cease  and  desist  on  or  "before  the  Ist  day  of 
April,  1909.  and  for  a  period  of  two  years  thereafter  to  abstain  from  charging,  demand- 
ing, collecting,  or  receiving  for  the  transportation  ot  coal  in  carloads  rates  10  cents  per 
tOii  more  from  the  Black  Moimtain  district  than  from  the  said  Apalachia  district  to 
said  Morristown  and  all  said  points  east  and  south  thereof  on  defendants'  lines. 

It  18  further  ordered.  That  said  defendants  be,  and  they  are  hereby,  notified  and 
required  to  cease  and  desist  on  or  before  the  1st  day  of  April,  1909,  and  for  a  period  of 
two  years  thereafter  to  abstain  from  charging,  demanding,  collecting,  or  receiving  for 
the  transportation  of  coal  in  carloads  from  said  Black  Mountain  and  Apalachia  districts 
to  said  Morristown  and  all  said  points  east  and  south  thereof  on  defendants'  lines  rates 
more  than  25  cents  per  ton  in  excess  of  the  rates  contemporaneously  maintained  to  the 
said  Morristown  and  all  said  points  east  and  south  thereof  on  defendants*  lines  from  the 
Coal  Creek  district  in  the  State  of  Tennessee. 

It  is  further  ordered,  That  said  defendants  be,  and  they  are  hereby,  notified  and 
required  to  publish,  on  or  before  the  1st  day  of  April,  1909,  and  for  a  period  of  two  years 
thereafter  to  maintain  and  apply  to  the  transportation  of  coal,  in  carloads,  from  the 
Black  Mountain  coal  district  aforesaid  to  said  Morristown  and  all  said  points  east  and 
soutli  thereof  on  defeadants'  lines  rates  per  ton  not  in  excess  of  the  rates  contem- 

Soraneously  exacted  for  the  transportation  of  coal,  in  carloads,  from  said  Apalachia 
istrict  to  the  same  points  of  destination. 

It  t»  further  ordered,  That  said  defendants  be,  and  they  are  hereby,  notified  and  ^ 
required  to  publish  on  or  before  the  Ist  day  of  April,  1909,  and  for  a  period  of  two  years  * 
thereafter  to  maintain  and  apply  to  the  transportation  of  coal,  in  carloads,  from  the 
Black  Mountain  district  aforesaid  and  the  Apalchia  district  aforesaid,  rates  which 
shall  not  exceed  by  more  than  25  cents  per  ton  the  rates  contemporaneously  main- 
tained to  said  Morristown  and  all  said  points  east  and  south  thereof  on  defendants' 
lines  from  the  aforesaid  Coal  Creek  district. 

And  it  is  further  ordered,  That  said  defendants  be,  and  they  are  hereby,  authorized 
to  make  effective  upon  three  days'  notice  to  the  public  and  to  the  Interstate  Commerce 
Commission,  given  m  the  manner  required  by  law,  the  various  rates  which  said  defend- 
ants are  by  this  order  required  to  establish  and  put  in  force  on  or  before  the  1st  day  of 
April,  1909,  in  which  event  tariffs  in  which  sudi  rates  are  given  must  contain  the 
notation  that  they  are  issued  under  the  authority  hereby  granted,  and  must  refer  to 
the  number  of  this  case. 

Opinion  No.  1276. 

[Before  the  Interstate  Commerce  Commission.] 

No.  2836. 

Andys  Ridge  Coal  Company  et  al.  v.  Southern  Railway  Company  et  al. 

Submitted  March  10,  1910.    Decided  April  4,  1910. 

Complaint  involves  relative  rates  on  coal  from  the  Coal  Creek  field  in  Tennessee  to 
Nashville,  Tenn.,  Carolina  territory,  and  Georgia  and  Florida  territory,  as  com- 
pared with  rates  on  coal  from  the  Apalachia  field,  in  Virginia,  to  the  same  des- 
tinations; Held,  That  the  present  rates  from  the  Coal  Creek  field  to  Nashville 
and  to  the  Georgia  and  Florida  territory  imduly  discriminate  against  complain- 
ants, but  that  the  contention  of  complainants  for  an  increase  in  the  differential 
from  the  Coal  Creek  field  through  Morristown  to  the  Carolina  territory  must  be 
denied. 

Webb  &  Baker  for  complainants. 

C.  B.  Northrop  for  Southern  Railway  Company. 

A.  A.  Phlegar  for  Virginia  &  Southwestern  Railway  Company. 

/.  N.  Powell  for  Carolina,  Clinchfield  &  Ohio  Railway. 

W.  G.  Bearing  for  Louisville  &  Nashville  Railroad  Company. 

/.  F.  Bullitt,  E.  K.  Bachman,  D.  D.  Hull,  jr.,  and  W.  A.  Glasgow,  jr.,  for  Stonega 
Coke  &  Coal  Company,  Virginia  Coal  &  Iron  Company,  Black  Mountain  Coal  Land 
Company,  and  Virginia  Iron,  Coal  &  Coke  Company,  interveners. 
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Report  of  the  Commission. 
Prouty,  Commi99ioner: 

Ibis  proceeding  involves  relative  rates  on  coal  from  the  Coal  Creek  field,  in  the 
State  oi  Tennessee,  and  what  is  designated  in  this  record  as  the  Apalachia  field,  in 
die  State  of  Virginia.  The  complainants  operate  mines  in  the  Coal  Creek  field  and 
complain  that  the  rates  made  by  the  Southern  Railway  and  its  connections  from  the 
Apaiachia  field  unduly  favor  that  field  as  against  their  own  operations. 

Generally  speakii^,  the  mines  in  the  Coal  Creek  field  have  been  longer  operated 
than  iu  the  Apaladua  field,  and  for  this  reason  the  cost  of  bringing  the  coal  to  the 
surface  is  somewhat  ^eater.  The  veins  in  the  Coal  Creek  region  are  generally  thinner 
than  in  the  Apaiachia  field,  and  the  roof  is  poorer,  requiring  a  much  greater  amount 
of  timbering  to  support  it.  The  mines  in  the  Apaiachia  field  are  equipped  with 
more  modern  appliances,  and  this  seems  to  be  largely  for  the  reason  that,  owing  to 
the  thickness  ana  slope  of  the  veins  in  the  Coal  Creek  field,  such  machinery  can  not 
be  used  to  good  advantage. 

The  coal  produced  in  the  Coal  Creek  field  is  sold  entirely  for  steam  purposes.  The 
Apaiachia  field  produces  both  steam  and  domestic  coal.  Its  coal  is  also,  for  the 
meet  part,  adapted  to  coking,  which  renders  it  possible  to  screen  the  product  for 
domestic  use  and  coke  the  slack.  This  ability  to  sell  for  a  variety  of  uses  enables 
operators  in  liie  Apaiachia  field  to  secure  greater  continuity  of  operation  than  is 
possible  in  the  Coal  Creek  field. 

The  general  result  is  that  the  cost  of  producing  steam  coal  in  the  Apaiachia  field 
is  from  25  to  35  cents  per  ton  less  than  the  cost  of  producing  steam  coal  in  the  Coal 
Creek  field.  The  two  coaLs  are  of  about  the  same  quality  and  sell  for  the  same  price 
for  fuel  purposes,  with  a  slight  advantage  possibly  m  favor  of  the  Apaiachia  field. 

What  is  termed  in  this  record  "the  Apaiachia  field"  is  really  composed  of  three 
distinct  fields,  known  properly  as  Black  Mountain,  Apaiachia,  and  Toms  Creek. 
The  distance  from  the  Black  Mountain  field  to  Apaiachia,  which  is  a  station  upon 
the  Virginia  &  Southwestern  Railway,  is  about  23  miles.  The  distance  from  the 
Ton»  Creek  field  to  Apaiachia  is  slightly  in  excess  of  23  miles.  The  mines  in  the 
Apaiachia  field  proper  lie  in  close  proximity  to  Apaiachia  itself. 

There  was  considerable  difference  of  opinion  as  to  the  fair  average  gathering  dis- 
tance of  the  mines  in  the  Apaiachia  field  from  Apaiachia.  The  bulk  of  the  tonnage 
is  produced  in  the  immediate  vicinity  of  Apaiachia  itself,  and  it  seems  probable 
that  an  average  gathering  distance  from  these  three  fields  to  Apaiachia  would  be  12 
miles.  The  average  gathering  distance  from  the  Coal  Creek  mines  to  Coal  Creek 
station  is  about  5  miles.  In  stating  distances,  therefore,  there  has  been  added  12 
miles  to  the  distance  from  Apaiachia  station  and  5  miles  to  the  distance  from  the 
station  Coal  Creek. 

Rates  to  three  different  markets  of  consumption  are  involved:  First,  Nashville, 
Tenn.;  second,  Carolina  territory;  third,  Georgia  and  Florida  territory. 

1. 

The  Virginia  &  Southwestern  Railway,  which  is  a  subsidiary  line  of  the  Southern 
Railway  t£rough  ownership  of  its  entire  capital  stock,  but  which  is  independently 

r rated,  extends  from  Apaiachia  to  Bluff  City  upon  the  Southern,  and  coal  from 
Apaiachia  field  to  Nashville  would  pass  over  the  Virginia  &  Southwestern  to 
Bluff  City  and  thence  over  the  Southern,  through  Knoxville  and  Harriman  Junction^ 
to  a  connection  with  the  Tennessee  Central,  by  which  it  is  transported  to  Nashville. 
The  distance  via  this  route  is  431  miles  and  the  rate  $1.45. 

The  Coal  Creek  field  lies  just  north  of  the  Southern  Railway,  between  Knoxville 
and  Harriman  Jimction,  the  distance  from  Coal  Creek  to  the  mam  line  of  the  Southern 
being  but  12  miles.  From  Coal  Creek  to  Nashville  over  the  Southern  and  Tennessee 
Central  the  distance  is  208  miles,  and  the  route  for  200  miles  of  this  distance  is  identical 
with  that  taken  by  coal  from  the  Apaiachia  field.  The  rate  of  the  Southern  Railway 
from  Coal  Creek  to  Nashville  is  $1.25.  The  complainants  insist  that  the  Southern  and 
its  connections  imduly  discriminate  against  them  in  charging  a  rate  of  $1.25  from  Coal 
Creek,  when  they  only  charge  $1.45  from  Apaiachia. 

The  Southern  Railway  excuses  its  rate  from  Apaiachia  upon  the  plea  that  it  is  forced 
to  establish  that  charge  by  its  competitor,  the  Louisville  &  Nashville.  This  latter  line 
runs  from  Apaiachia  to  Nashville,  a  distance  of  408  miles.  The  traffic  representative 
of  that  company,  who  was  present  at  the  hearing,  was  inquired  of  why  his  company 
established  this  rate  $1.45,  and  replied  that  it  was  forced  to  do  so  by  the  rate  of  the 
Southern  Railway. 
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The  city  of  Nashville  draws  its  coal  supply  from  fields  which  are  nearer  than  eithe 
Coal  Creek  or  Apalachia,  but  it  appears  that  at  some  times  and  under  unusual  con- 
ditions coal  is  transported  from  both  these  fields  to  that  market. 

Differentials  between  competing  coal  mines  to  various  markets  of  consumption  can 
not  be  established  upon  diatance  alone;  nor  can  one  case  be  safely  made  the  prec- 
edent for  another.  Much  depends  upon  competitive  conditions,  and  each  situation 
must  be  considered  and  disposed  of  by  itself.  From  a  consideration  of  aU  the  facts 
and  circumstances  surroundmg  this  situation,  we  are  of  the  opinion  that  the  Southern 
Railway  and  its  connections  do  unduly  discriminate  against  the  complainants  in 
main  taming  from  the  Coal  Creek  field  to  Nashville  the  present  relation  of  rates,  and 
we  are  further  of  the  opinion  that  no  rate  should  be  maintained  from  Coal  Creek  which 
is  not  at  least  45  cents  less  than  the  rate  correspondingly  maintained  from  Apalachia. 

While,  however,  it  has  seemed  proper  to  note  the  discrimination  which  we  find  to 
exist,  the  commission  is  of  the  opinion  that  it  has  no  jurisdiction  to  require  by  its 
order  a  discontinuance  of  that  discrimination,  inasmuch  as  the  rate  used  by  the  com- 
plainants is  a  State  rate,  the  movement  from  Coal  Creek  to  Nashville  being  entirely 
withiQ  the  State  of  Tennessee. 

2. 

Coal  from  the  Apalachia  field  for  Carolina  territory  moves  south  by  the  Virginia  & 
Southwestern  to  Bluff  City,  thence  southwesterly  by  the  Southern  to  Morristown, 
thence  southeasterly  by  the  Southern  to  and  through  Asheville,  N.  0. 

The  Coal  Creek  field  lies  northwest  of  Knoxville  and  the  movement  from  that  field 
is  southeast  to  Knoxville,  thence  northeast  to  Morristown,  thence  southeast  to  Ashe- 
ville, the  entire  movement  being  over  the  Southern  Railway. 

It  will  be  seen,  therefore,  that  coal  from  these  two  fields  moves  from  Morristown  to 
this  Carolina  territory  via  the  same  route.  The  distance  from  the  Apalachia  field  to 
Morristown  is  171  miles;  from  the  Coal  Creek  field  78  miles,  so  that  in  point  of  distance 
the  Coal  Creek  field  has  the  advantage  by  93  miles.  The  cost  of  the  haul,  owin?  to 
grades,  curvatures,  etc.,  from  Apalachia  to  Morristown  is  greater  per  mile  than  from 
<)oal  Creek  to  the  same  point. 

The  commission  passed  upon  this  differential  between  these  fields  to  Carolina  terri- 
tory in  Black  Mountain  Coat  ds  Land  Co.  v.  Southern  Railway  Co.,  15 1.  0.  C.  Rep.,  286. 
The  Coal  Creek  field  was  not  represented  or  heard  in  that  proceeding:,  and  the  com- 
plainants now  ask  the  commission  to  increase  the  differential  which  it  then  fixed  at 
25  cents  per  ton. 

Since  the  decision  of  that  case  certain  transportation  chan:!:es  have  occurred  which 
materially  modify  the  situation.  The  Virginia  &  S  :)uthwestern  has  constructed  and 
is  about  opening:  for  operation  a  cut-off  from  Gate  City,  Va.,  to  Bulls  Gap,  Tenn.,  by 
which  the  distance  from  Apalachia  to  Morristown  will  be  shortened  60  miles  and 
some  of  the  severest  grades  and  curves  avoided.  To-day,  therefore,  the  distance  from 
Apalachia  to  Carolina  territory  is  but  33  miles  in  favor  of  Coal  Creek,  and  the  cost  of 
operation  between  Apalachia  and  MorristoWn  is  less  a^rainst  Apalachia  than  it  formerly 
^as. 

The  Carolina,  Clinchfield  &  Ohio  Railroad  has  been  constructed  from  the  Dante 
field,  which  lies  just  east  of  the  Toms  Creek  field,  south,  crossing;  the  Virginia  &  South- 
western at  Speers  Ferry,  the  Southern  at  Johnson  Citj,  and  at  Marion,^  the  Seaboard 
Air  Line  at  Bostic,  and  the  Charleston  &  Western  Carolina  and  the  Southern  at  ^artan- 
burg.  The  distance  via  this  route  from  Dante  to  practically  all  points  in  C&rolina 
territory  is  less  than  from  Coal  Creek  via  the  Southern. 

The  coal  in  the  Dante  region  is  similar  to  that  in  the  Apalachia  field,  being,  if  any- 
thing, somewhat  superior.  The  Carolina,  Clinchfield  &  Ohio  Railroad  has  been  con- 
structed at  very  great  expense  and  in  the  most  approved  manner.  Its  g^rades  are 
extremely  low,  its  curvatures  comparatively  slight,  and  its  entire  construction  of  the 
most  substantial  character.  There  are  few  roads  in  the  whole  United  States  upon 
which  a  locomotive  of  given  rating  can  handle  a  larger  gross  tonnage  than  over  moat 
of  the  distance  from  Dante  to  Spartanburg. 

It  would  seem  evident  that  the  Apalachia  field  must  have  the  same  rate  into  Carolina 
territory  as  the  Dante  field,  if  that  territory  is  not  to  be  occupied  by  the  latter  field; 
and  when  it  is  remembered  that  the  distance  from  Dante  is  no  greater  than  from 
Coal  Creek  to  all  this  territory,  and  that  the  distance  from  Apalachia  is  now  but  33 
miles  greater,  owing  to  the  cut-off,  it  is  evident  that  the  Commission  can  not.  by  reason 
'Of  distance  or  cost  of  service,  increase  the  differential  which  wais  eetablisned  in  th& 
^lach  Mountain  case. 
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The  oomplaiiiants  show  that  they  formerly  sold  largely  in  Carolina  territory;  that 
of  late  their  sales  there  have  been  much  diminished,  and  that  they  will,  upon  the 
present  differential,  in  the  near  future,  be  entirely  excluded  from  tlwit  market.  But 
if  this  is  so,  it  must  be  because  the  cost  of  production  in  the  Coal  Creek  field  is  greater 
than  that  in  the  Apalachia  or  Dante  fields,  and  this  commission,  in  determinii^ 
whether  the  Southern  Railway  and  its  connections  unduly  discriminate  in  their 
tnosportation  charges  from  these  competing  mines  to  a  common  market,  can  not 
undertake  to  equalize  differences  in  cost  of  production  either  natural  or  artincial. 

The  contention  of  the  complainants  for  an  increase  in  the  differential  through 
Momstown  must  be  denied. 

3. 

The  remaining  and  most  difficult  question  relates  to  the  differential  to  Georgia  and 
Florida  territtry. 

The  route  from  Apalachia  into  this  territory  is  via  the  Virginia  &  Southwestern  to 
Bluff  City,  thence  via  the  Southern  through  Knoxville  to  Atlanta  and  various  points 
beyond.  From  Coal  Creek  the  movement  is  through  Knoxville  and  over  the  same 
lines  of  the  Southern  to  Atlanta  and  beyond.  It  will  be  seen,  therefore,  that  the 
movement  from  Knoxville  is  in  both  cases  identical. 

The  present  distance  from  the  Apalachia  field  to  Knoxville  is  213  miles;  when  the 
cut-off  IS  in  operation  this  will  be  reduced  to  155  miles.  The  distance  from  the  Coal 
Creek  field  to  Knoxville  is  36  miles,  so  that  Coal  Creek  has,  in  all  cases  with  respect  to 
this  territory,  an  advantage  in  distance  of  119  miles. 

The  present  rate  from  Coal  Creek  to  Knoxville  is  60  cents,  from  Apalachia  $1.40, 
or  an  advantage  of  80  cents  in  favor  of  Coal  Creek.  The  distance  from  Coal  Creek  to 
Atlanta  is  259  miles,  from  Apalachia  378  miles,  the  rate  from  Coal  Creek  $1.35,  from 
Apalachia  $1.60,  or  a  differential  of  25  cents.  The  complainants  insist  that  the  differ- 
eikial  at  Atlanta  ought  to  be  nearly  as  great  as  the  present  differential  at  Knoxville. 

The  short-line  distance  from  both  the  Coal  Creek  field  and  the  Apalachia  field  to 
most  points  in  Georgia  and  in  Florida  is  via  Knoxville  through  Atlanta,  but  to  some 
points  upon  the  northeastern  boundary  of  Georgia  and  so  down  the  Atlantic  coast, 
Ae  short-line  distance  from  Virginia  field  would  be  made  via  a  connection  with  the 
Gaiolina,  Clinchfield  &  Ohio  Railroad.  This  road  also  gives  to  the  Dante  mines  a 
line  to  these  same  points  which  is  not  much  greater  than  from  Coal  Creek  via  the 
Southern  through  Knoxville;  but  to  the  greater  portion  of  Georgia  and  Florida  terri- 
tory the  distance  from  both  Dante  and  Apalachia  exceeds  that  from  Coal  Creek  by 
more  than  100  miles. 

The  complainants  uige  that  the  present  differential  to  Atlanta  deprives  them  of 
the  benefit  of  their  location.  The  distance  from  -the  Coal  Creek  field  is  259  miles. 
The  advantage  in  distance  to  that  field  as  a^inst  the  Apalachia  field  is  119  miles; 
this  difference  in  distance  ought,  the  complainants  urge,  to  entitle  them  to  a  greater 
advantage  than  25  cents. 

It  has  been  alread^r  said  that  these  differentials  can  not  be  established  upon  distance 
alone.  A  fair  profit  in  the  mining  of  coal  was  said  to  be  10  cents  per  ton.  A  perma- 
nent advantage  in  the  freight  rate  of  15  cents  per  ton,  other  conditions  being  equal, 
gives  to  Hie  favored  mine  the  market.  An  attempt,  therefore,  to  apply  a  strictly 
naileage  scale  to  relative  rates  from  different  mines  woula  practically  eliminate  all 
competition. 

In  determining  these  differentials  we  must  consider  the  interest  of  the  consumer  as 
Well  as  the  producer.  Rates  should  be  so  adjusted  as  to  permit  the  widest  possible 
competition.  The  user  of  steam  coal  at  Atlanta  should  be  given  the  privilege  of 
buying  both  at  Coal  Creek  and  Apalachia,  and  Dante,  if  that  can  fairly  be  done. 

Coal  rates  are  usually  highly  competitive.  In  the  present  instance,  not  only  the 
fields  which  have  been  referred  to  but  the  Alabama  fields,  the  Chattanooga  field, 
other  fields  in  Tennessee  north  of  Coal  Creek,  all  desire  to  sell  in  Atlanta.  The  dif- 
ferentia^ from  these  different  mines  are  the  outgrowth  of  years  of  experiment  and 
onght  not  to  be  disturbed  by  us  unless  we  are  certain  that  justice  requires  it. 

The  defendants  urge  that  we  ought  not  to  order  the  Southern  Railway  and  its  con- 
nections to  change  this  differential  at  Atlanta  because  that  company  has  no  power 
to  maintain  a  different  differential,  and  it  would  be  unjust  to  require  of  it  an  impos- 
sibility. Coal  from  some  portions,  at  least,  of  the  Apalachia  field  can  move  to  Atlanta 
without  being  transported  any  portion  of  that  distance  by  the  Southern  Railway.  If 
tins  line  were  to  insist  upon  maintaining  the  same  differential  which  now  exists  at 

54245— No.  1—14 ^14  j 


210  TRANSPOETATION   OF  GOAL. 

Atlanta  and  the  Southern  were  compelled  to  establish  a  higher  diffei^ntial.  the  only, 
result  would  be  to  force  the  Southern  to  withdraw  entirely  from  business  ttom  Apa- 
lachia  to  Atlanta. 

The  distance  from  Dante  to  Atlanta  via  the  Carolina^  Olinchfield  dc  Ohio,  the  Charles- 
ton dc  Western  Carolina,  and  the  Seaboard  Air  Line  is  461  miles^  the  rate  $1.60.  We 
can  not  assume  that  if  this  commission  were  to  express  the  opimon  that  the  rate  from 
Apalachia  to  Atlanta  should  be  relatively  higher  than  the  present  rate  from  Coal 
Creek  to  Atlanta,  these  lines  would  persist  m  reducing  this  rate,  which  is  already  low, 
for  the  express  purpose  of  defeating  our  order. 

Upon  a  view  of  the  whole  situation  we  are  of  the  opinion  that  the  present  differential 
between  Coal  Creek  and  the  Apalachia  field  to  Atlanta  is  somewhat  too  small  and 
that  the  difference  between  the  rate  from  the  Apalachia  field  and  the  Coal  Creek  field 
ought  not  to  be  less  than  35  cents.  The  advent  of  the  Carolina,  Clinchfield  is  Ohio 
changes  the  distances  to  some  points  in  Georgia  and  Florida,  and  may  require  a  re- 
fiTouping  of  that  territory.  We  shall,  therefore,  in  this  case,  confine  our  order  to 
Atlanta,  relying  upon  tne  defendants  to  make  the  proj)er  adjustments,  if  any  are 
required,  at  other  points  in  the  so-called  Georgia  and  Florida  territory. 

Order. 

At  a  general  session  of  the  Interstate  Commerce  Commission,  held  at  its  office  in 

Washington,  D.  C,  on  the  4th  day  of  April,  A.  D.  1910. 

Present:  Martin  A.  Knapp,  Judson  C.  Clements,  Charles  A.  Prouty,  Francis  M. 
Cockrell,  Franklin  K.  Lane,  Edgar  E.  Clark,  James  S.  Harlan,  commissioners. 

No.  2836.  Andys  Ridge  Coal  Company;  Bear  Wallow  Coal  Company;  Big  Moimtain 
Coal  Company;  Black  Diamond  Coal  Company;  Butler  Coal  Mining  Company;  Carey- 
ville  Coal  ('ompany;  Coal  Creek  (^oal  Company;  Knoxville  Iron  Company;  Miners- 
ville  Coal  Company;  Poplar  Creek  Coal  Company;  Prudential  Coal  C/ompany;  Red 
Aih  Coal  Company;  Royal  Coal  &  Coke  Comimny;  Sun  Coal  Company;  Oliver  Coal 
Company;  and  Tennessee  Coal  Company  v.  Southern  Railway  Company;  Black 
Mountain  Railway  Company;  Virginia  &  Southwestern  Railway  Company;  Louis- 
ville &  Nashville  Railroad  Comi)any:  and  Carolina,  Clinchfield  &  Ohio  Railway. 

This  case  beinp  at  issue  upon  complaint  and  answers  on  file,  and  having  been  duly 
heard  and  submitted  by  the  parties,  and  full  investigation  of  the  matters  and  things 
involved  having  been  had,  and  the  commission  having,  on  the  date  hereof,  made  and 
filed  a  report  containing  its  conclusions  thereon,  which  said  report  is  made  a  part 
hereof,  and  having  found  that  the  rates  over  defendants*  lines  from  the  Coal  Creek, 
field,  in  the  State  of  Tennessee,  to  Atlanta,  Ga.,  on  coal  in  carloads,  which  are  less 
than  85  cents  per  ton  than  the  rates  contemporaneously  charged  on  said  commodity 
from  the  Apalachia  field,  in  the  State  of  Virginia,  to  said  Atlanta,  unduly  discriminate 
against  said  Coal  Creek  field  and  the  shippers  therein  and  unduly  prefer  said  Apalachia 
field  and  the  shippers  therein,  in  violation  of  the  third  section  of  the  act  to  regulate 
commerce: 

It  18  ordered^  That  said  defendants  be,  and  they  are  hereby,  notified  and  required 
to  cease  and  desist,  on  or  before  the  Ist  day  of  July,  1910,  and  for  a  period  of  not  less 
than  two  years  thereafter  abstain,  from  exacting  for  the  transportation  of  coal  in  car- 
loads from  tJie  Coal  Creek  field,  in  the  State  of  Tennessee,  to  Atlanta,  Ga.,  rates  whidi 
are  less  than  35  cents  per  ton  less  than  the  rates  contemporaneously  charged  on  the 
said  commodity  from  the  Apalachia  field,  in  the  State  of  Virginia,  to  said  Atlanta. 

It  is  further  ordered^  That  said  defendants  be,  and  they  are  hereby,  notified  and 
required  to  publish,  on  or  before  the  1st  day  of  July,  1910,  and  for  a  period  of  not 
less  than  two  years  thereafter  to  maintain  and  apply  to  the  transportation  of  coal  in 
carloads  from  the  Coal  Creek  field,  in  the  State  of  Tennessee,  to  Atlanta,  Ga.,  rates 
which  are  at  least  35  cents  less  per  ton  than  the  rates  contemporaneously  maintained 
on  the  same  commodity  in  carloads  from  the  Apalachia  field,  in  the  State  of  Virginia, 
to  said  Atlanta. 
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north  of  a  line  drawn  from  Augusta,  Ga. ,  to  Charleston,  S .  G.  At  that  time  the  Virginia 
&  Southwestern  cut-off  had  not  been  completed,  and  the  distance  to  Morristown  in 
feivor  of  Coal  Creek  was  94  miles.  This  (»rder  was  complied  with  by  leaving  the 
Appalachia  rate  intact,  reducing  the  Black  Mountain  and  Toms  Creek  rate  10  cents, 
ana  reducing  the  Coal  Creek  rate  5  cents,  resulting  in  rates  to  Spartanburg  of  $2.06 
from  the  Black  Moimtain-Appalachia-Toms  Creek  district,  which  we  shall  herein- 
after designate  the  Virginia  &  Southwestern  mines,  and  $1.80  from  the  Coal  Gnek 
district.  In  that  proceeding  the  Coal  Creek  operators  were  not  represented.  They 
later  filed  a  complaint  alleging  discrimination  in  favor  of  the  Virginia  &  Southwestern 
mines  in  rates  to  Carolina,  Georgia,  and  Florida  territories.  Traffic  from  Coal  Creek 
to  Geoigia  and  Florida  moves  southeast  through  Knoxville,  while  traffic  from  the  Vir- 
ginia &  Southwestern  mines  moves  southwest  through  Knoxville,  the  routes  beyond 
that  point  being  identical.  The  distance  to  Knoxville,  however,  was  and  is  119 
miles  in  favor  ot  Coal  Creek.  The  commission  found,  in  Andys  Ridge  Coal  Co.  v. 
S,  Ry.  Co.,  18  I.  C.  C.  Rep.,  405,  decided  April  4,  1910,  that  the  rates  from  the  Go&l 
Creek  fields  to  Georgia  and  to  Florida  territories  unduly  discriminated  against  com- 

Slainants  in  favor  of  the  Virginia  &  Southwestern  mines,  and  ordered  the  then  existing 
ifferential  of  25  cents  over  Coal  Creek  increased  to  35  cents.  We  refused,  however, 
to  increase  the  25-cent  differential  to  Carolina  points,  saying: 

"To-day,  therefore,  the  distance  from  Appalachia  to  Carolina  territory  is  but  33 
miles  in  favor  of  Coal  Creek,  and  the  cost  of  operation  between  Appalachia  and  Mor- 
ristown is  less  against  Appalachia  than  it  formerly  was. 

"The  Carolina,  Clincnneld  &  Ohio  Railroad  has  been  constructed  from  the  Dante 
field,  which  lies  just  east  of  the  Toms  Creek  field,  south,  crossing  the  Virginia  &  South- 
western at  Speers  Ferry,  the  Southern  at  Johnson  City  and  at  Mwion,  the  Seaboard 
Ai^  Line  at  Bostic,  ana  the  Charleston  &  Western  Carolina  and  the  Southern  at  Spar- 
tMiburg.    The  distance  via  this  route  is  less  than  from  Coal  Creek  via  the  Southern. 

"The  coal  in  the  Dante  region  is  similar  to  that  in  the  Appalachia  field,  being,  if 
anything,  somewhat  superior.  The  Carolina,  Clinchfield  &  Ohio  Railroad  has  be«i 
constructed  at  very  great  expense  and  in  the  most  approved  manner.  Its  grades  are 
extremely  low^  its  curvatures  comparatively  slight,  and  its  entire  construction  of  the 
most  substantial  character.  There  are  few  roads  in  the  whole  United  States  upon 
which  a  locomotive  of  given  rating  can  handle  a  larger  gross  tonnage  than  over  most 
of  the  distance  from  Dante  to  Spartanbuig. 

"It  would  seem  evident  that  the  Appalachia  field  must  have  the  same  rate  into 
Carolina  territorjr  as  the  Dante  field,  if  tnat  territory  is  not  to  be  occupied  by  the  latter 
field;  and  when  it  is  remembered  that  the  distance  from  Dante  is  no  greater  thsm  from 
Coal  Creek  to  all  this  territory,  and  that  the  distance  from  Appalachia  ia  now  but  33 
miles  greater,  owing  to  the  cut-off,  it  is  evident  that  the  commission  can  not,  by  reason 
of  distance  or  cost  of  service,  increase  the  differential  which  was  establisned  in  the 
Black  Mountain  case. 

"The  complainants  show  that  they  formerly  sold  largely  in  Carolina  territory; 
that  of  late  tneir  sales  there  have  been  much  diminished,  and  that  they  will,  upon 
the  present  differential,  in  the  near  future,  be  entirely  excluded  from  that  market. 
But  if  this  is  so,  it  must  be  because  the  cost  of  production  in  the  Coal  Creek  field  is 
greater  than  that  in  the  Appalachia  or  Dante  fields,  and  this  commission,  in  determin- 
mg  whether  the  Southern  Railway  and  its  connections  unduly  discriminate  in  their 
transportation  charges  from  these  competing  mines  to  a  common  market,  can  not 
imdertake  to  equalize  differences  in  cost  of  production  either  natural  or  artificial." 

To  establish  the  35-cent  differential  to  Georgia  and  Florida  territory,  defendant 
could  either  have  increased  the  rates  from  Virginia  &  Southwestern  fields  10  c«its  or 
decreased  the  rates  from  Coal  Creek  10  cents.  The  former  course  was  adopted,  and 
at  the  same  time  the  rate  from  Coal  Creek  to  Carolina  territory  was  increased  15  cents, 
reducing  the  differential  to  10  cents,  and  still  complying  with  the  order  in  the  Black 
Mountain  case,  which  said  that  the  differential  should  not  exceed  25  cents.  This  re- 
stdted  in  rates  as  follows: 

To  Spartanburg,  S.  C,  from  Coal  Creek,  $1.95,  from  Vir^ia  &  Southwestern  fields, 
$2.05;  to  Atlanta,  Ga.,  from  Coal  Creek,  $1.35,  from  Virginia  &  Southwestern  mines, 
$1.70. 

The  rates  from  the  Dante  field  were  and  are  the  same  as  the  Virginia  &  Southwestern 
rates  and,  although  the  Carolina,  Clicnhfield  &  Ohio,  the  only  carrier  serying  Dante, 
has  not  been  before  us  in  any  of  these  cases,  its  rates  were  kept  on  a  parity  with  the 
rates  applying  from  the  other  Virginia  fields. 

The  aavance  of  15  cents  in  the  Coal  Creek  rate  to  Carolina  territory  is  the  basis  of 
the  present  complaint  filed  August  13,  1910,  by  the  Victor  Manufacturing  Company 
and  several  other  cotton-mill  operators  located  in  the  State  of  South  Carolina,  who  allege 
that  the  result  of  the  present  rate  adjustment  is  to  give  to  the  Virginia  fields  the  Caro- 
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line  territory  and  to  exclude  the  Coal  Greek  mines.  The  present  rate  of  $1.95  is  at- 
tacked as  unreasonable,  not  only  in  the  amount  of  the  advance  but  also  to  the  extent 
that  it  exceeds  a  rate  <rf  about  $1.55.  The  complaint  deals  directly  with  the  reason- 
ableness of  the  rate  rather  than  with  any  question  of  differentials.  Under  date  of 
September  1?  the  complaint  was  amendea  by  the  addition  of  a  prayer  for  reparation. 
Under  date  of  Septemoer  13,  the  Southern  Appalachian  Coal  Operators'  Association, 
composed  of  practically  all  of  the  coal  operators  in  eastern  Tennessee  and  Kentucky, 
intervened. 

Differing  from  complainants,  this  association  was  not  so  much  concerned  with  the 
reasonableness  of  the  rate  from  the  Tennessee  fields  as  with  the  question  of  the  differ- 
oitial  against  the  Virginia  fields.  It  contended  in  substance  that  the  previously 
existing  differential  of  25  cents  should  be  restored. 

At  tHe  hearing  certain  coal  operators  in  the  Virginia  fields  were  allowed  to  intervene. 
They  argued  that  any  reduction  in  the  Coal  Creek  rate  should  likewise  be  made  in  the 
Virginia  rate  and  that,  in  fact,  the  existing  differential  of  10  cents  should  be  entirely 
eliminated.  Thus  the  question  of  differentials  was  injected  into  this  proceeding, 
if,  indeed,  it  was  not  rai^  by  the  original  petition. 

While  the  coal  rates  in  this  territory  have  been  the  subject  of  previous  complaints, 
the  only  question  heretofore  presented  for  determination  has  been  that  of  differentials. 
We  are  now  called  upon  to  consider  whether  or  not  the  rate  of  $1.95  per  ton  from  Coal 
Creek  to  Spartanburg  is  reasonable. 

As  illustrated  by  the  foregoing  historical  sketch,  the  rates  from  the  various  fields  in 
this  coal  belt  are  so  correlated  that  to  change  one  may  disturb  the  entire  adjustment. 
Consequently  we  can  not  imdertake  to  pass  upon  the  reasonableness  of  the  rate  here 
involved  wifliout  considering  its  relation  to  the  rates  from  the  other  coal  fields,  par- 
ticularly those  of  Virginia. 

For  17  years  the  rate  from  Coal  Creek  to  Spartanbu^  was  $1.85.  Defendants  con- 
tend that  this  rate  was  made  effective  to  foster  the  mill  industries  then  being  estab- 
lished in  South  Carolina  and  that  prior  to  that  time  the  rate  was  higher.  It  is  claimed 
that  the  reduction  to  $1.80  was  not  voluntary  but  was  made  to  effect  the  25-cent  differ- 
ential against  the  Virginia  fields  ordered  as  a  maximum  in  the  Black  Mountain  tase. 
The  only  other  method  by  which  this  differential  could  have  been  effected  was  by  an 
increase  in  the  rate  from  the  Virginia  fields  in  which  the  complainants  in  that  case 
operated  and  from  which  the  traffic  was  considerably  heavier  than  from  the  Coal  Creek 
district.  We  do  not  think,  therefore,  that  this  reduction  can  be  regarded  as  an  absolute 
admission  by  defendants  that  the  $1.85  rate  was  unreasonable.  However,  the  ad- 
vance to  $1.95  was  made  effective  on  Au^st  10, 1910,  and  the  burden  is  upon  the  de- 
fendants to  prove  that  the  increased  rate  is  reasonable. 

The  reasons  given  by  the  defendants  for  this  advance  are  that  it  was  believed  "  that 
the  commission  itself  considered  that  justice  required  and  warranted  the  accomplish- 
ment of  the  differential  readjustment  ordered  in  the  Andys  Ridge  case  by  means  of 
advances  instead  of  reductions;*'  that  the  advance  was  made  from  Coal  Creek  because 
tiie  movement  from  there  to  Carolina  points  had  largely  ceased  and  the  increase 
would  result  purely  in  a  paper  rate;  and  that  on  account  of  the  increased  cost  of  trans- 
portation it  could  not  afford  to  reduce  the  rate  from  the  Virginia  fields  from  which  the 
greatest  proportion  of  the  tonnage  actually  moved. 

No  evidence  was  introduced  to  show  to  what  extent  the  cost  of  transportation  had 
increased,  nor  was  any  reason  given  why  Coal  Creek  should  bear  the  entire  burden 
of  such  increased  cost  if  this  could  be  established  as  a  fact.  Our  opinion  in  the  Andys 
Ridge  case  did  say  that  most  of  the  conditions  which  theretofore  had  justified  the 
differentials  involved  in  that  case  had  been  eliminated  by  the  construction  of  new 
and  shorter  lines,  cut-offs,  etc.,  and  that  a  future  readjustment  of  rates  doubtless  would 
become  necessary.  However  the  defendants  have  misconstrued  our  report  if  they 
infer  that  we  regard  an  advance  in  the  Coal  Creek-to-Spartanburg  rate  the  proper 
method  of  accomplishing  the  readjustment.  In  dealing  with  the  question  of  the 
differential  applicable  to  Atlanta,  Ga.,  we  said  that  a  rate  of  $1.60  from  Dante,  made 
by  the  Carolina,  Clinchfield  &  Ohio,  the  Charleston  &  Western  Carolina,  and  the 
Seaboard  Air  Line,  a  distance  of  461  miles,  was  already  low,  and  in  prescribing  a 
differential  of  35  cents  against  Appalachia  we  said  that  we  could  not  assume  that  the 
lines  operating  from,  Dante  to  Atlanta  would  reduce  the  rate  of  $1.60  for  the  purpose 
of  defeating  our  order.  From  this  it  liould  not  be  inferred  that  we  approve  a  readjust- 
ment of  rates  by  a  general  advance  to  all  points  in  this  coal-producing  territory.  The 
differential  heretofore  existing  was  justified  partly  because  of  the  differences  in  mile 
age.  Now  that  the  distances  from  both  fields  are  nearly  the  same,  if  the  differential 
is  to  be  eliminated  or  reduced,  we  can  not  see  by  what  reasoning  the  rate  from  Coal 
Creek,  from  which  field  the  haul  has  always  been  the  same,  should  now  be  increased. 
If  anything,  it  would  seem  logically  to  follow  that  with  the  decrease  in  distance  the 
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decrease  in  differentials  should  be  accomplished  by  a  reduction  in  the  rate  from  the 
point  from  which  the  mileage  has  been  lessened.  Defendants'  method  of  decreasing 
the  differential  appears  to  us  to  be  unfair  both  to  the  Coal  Chreek  and  to  the  Virginia 
operators. 

The  average  distance  from  Coal  Creek  to  Spartanburg  is  235  miles  and  to  the  group 
taking  the  Spartanburg  rate  250  miles.  At  the  rate  of  |l.80  the  revenue  per  ton  mile 
to  Spartanburg  is  7.66  mills  and  to  Spartanburg  group  7.2  mills.  At  the  rate  of  $1.85 
the  respective  per  ton  mile  revenues  are  7.87  and  7.4  mills,  while  at  the  rate  of  $1.95 
the  per  ton  per  mile  revenues  are  8.29  and  7.80  mills,  respectively. 

Counsel  for  defendants  cite  the  case  of  Board  of  Trade  of  Winsion-Salem  y.  N.  d:  W. 
Ey.  Co.y  16  I.  C.  C.  Rep.,  12,  wherein  we  prescribed  a  rate  of  $2.10  on  coal  from  the 
Pocahontas  coal  district  in  Virginia  to  Winston-Salem,  N.  C,  a  distance  of  255  miles, 
and  a  rate  of  $2.20  from  this  district  to  Durham,  N .  C,  a  distance  of  304  miles,  produc- 
ing per  ton  per  mile  revenues  of  8.23  and  7.23  mills,  respectively.  Winston-Salem 
is  the  terminus  of  the  Winston-Salem  division  of  the  Norfolk  &  Western,  while  Durham 
18  the  terminus  of  its  Durham  division.  These  divisions  are  branches  from  the  main 
line,  and  it  was  shown  that  the  traffic  thereon  was  light,  the  trainloads  small,  the  grades 
severe,  and  the  expense  of  operating  was  claimed  to  be  more  than  74  per  cent  greater 
than  on  the  main  line.  We  ao  not  think  the  conditions  attendant  upon  the  respective 
transportations  sufficiently  similar  to  render  the  rate  prescribed  to  those  points  fairly 
comparable  with  the  rate  involved  in  this  case. 

The  case  of  Rainey  <Sc  Rogers  v.  Si.  L.  &  S.  F.  R.  R.  Co.,  18  I.  C.  C.  Rep.,  88,  was, 
also  cited.    In  that  case  we  prescribed  a  rate  of  95  cents  per  ton  from  Carbon  Hill, 
Ala.,  to  New  Albany,  Miss.,  via  the  Frisco,  a  distance  of  113  miles,  yielding  a  per 
ton-mile  revenue  of  8.4  mills.    While  comparisons  with  rates  over  other  lines  and 
between  other  points  for  similar  distances  and  under  similar  conditions  are  persuasive 
in  determining  the  reasonableness  of  a  rate,  it  does  not  affirmatively  appear  that  the 
conditions  surrounding  these  hauls  to  New  Albany  and  to  Spartanburg  are  analogous. 
Furthermore,  it  is  a  well-established  principle  of  rate  making  that  as  distance  increases 
^e  per  ton-mile  revenue  should  decrease.    We  have  no  data  before  us  by  which  we 
might  determine  the  extent  of  this  decrease  when  the  113-niile  haul  is  increarfed  to 
235  miles,  and  whatever  force  there  may  be  in  this  comparison  would  appear  to  be 
lost  when  we  compare  the  $1.95  rate  with  other  rates  made  by  the  same  line  from  the 
same  territory  to  other  points,  and  by  other  lines  in  that  general  territory  to  varioua 
points.    The  rate  of  $1.95  for  the  haul  of  235  miles  yields  a  per  ton-mile  revenue  of 
5.29v  mills.    The  same  defendants  haul  coal  from  the  same  points  to  Atlanta,  Ga.,  a 
distance  of  260  miles,  for  $1.35,  obtaining  a  per  ton-mile  revenue  of  5.19  mills.    It 
is  true  the  Spartanburg  rate  applies  to  other  and  more  distant  Carolina  points.    The 
average  distance  to  these  points  is  250  miles  and  the  average  per  ton-mile  revenue 
7,8  mills.    The  rate  maintained  by  the  Cai*olina,  Clinchfield  &  Ohio,  Charleston  & 
Western  Carolina,  and  Seaboard  Air  Line  from  Dante  to  Atlanta,  a  distance  of  461 
miles,  is  $1.70,  and  yields  a  per  ton-milo  revenue  of  3.9  mills.    This  $1.70-rate  may  be 
lower  than  we  would  feel  justified  in  prescribing  as  a  maximum,  and  while  it  appears 
to  be  influenced  by  competitive  conditions,  both  from  carriers  and  from  the  Alabama 
and  other  coal  fields,  and  while  on  account  of  better  grades,  etc.,  the  cost  of  transpor- 
tation may  be  less  than  via  the  lines  of  defendants,  it  must  be  remembered  that  the 
distance  is  more  than  200  miles  greater.     Defendants  transport  coal  to  Macon,  Gra.,  a 
distance  of  347  miles,  for  $1.80,  or  a  per  ton-mile  revenue  of  5.19  mills.     During  1907, 
1908,  and  1909  the  average  per  ton-mile  revenue  of  the  Southern  Railway  for  all 
traffic  was  9.79,  9.79.  and  9.52  mills,  respectively.     During  1908  and  1909  its  average 
revenue  from  bituminous  coal  was  6.44  mills  and  5.96  mills.    It  is  in  evidence  that 
^e  avei*age  haul  of  the  Southern  Railway  on  bituminous  coal  is  126  miles,  while  that 
company's  report  for  the  year  ending  June  30, 1910,  shows  that  the  average  number  of 
tons  of  freight  per  loaded  car-mile  was  14.53.    Complainants  take  tlie  average  per  ton- 
mile  revenue  of  all  traffic,  9.52  mills,  the  average  haul  of  all  traffic,  163.3  miles,  and 
the  average  tonnage  per  loaded  car-mile,  14.53  tons,  and  figure  an  average  per  car  rev- 
enue of  $22.25.    They  then  take  the  car  revenue  on  a  carload  of  40  tons  of  coal  at  the 
$1.80  rate  from  Coal  Creek  to  Spartanburg,  $72,  and  contend  that  the  same  is  excessive 
because  it  is  more  than  three  times  the  average  per  car  revenue  from  all  traffic.    The 
fallacy  of  this  comparison  is  obvious.    It  can  not  be  said  that  the  average  per  car 
revenue  thus  obtained  should  be  applied  to  every  movement  regardless  of  distance  or 
tonnage.    If  we  apply  the  average  per  ton-mile  revenue  of  9.52  mills  from  all  traffic 
to  the  haul  of  235  miles  to  Spartanburg  and  the  admitted  tonnage  of  a  carload  of  coal, 
40  tons,  we  have  a  per  car  revenue  of  $89.49,  or  24.3  per  cent  more  than  the  per  car 
revenue  under  the  $1.80  rate. 

The  $1.55  rate  contended  for  by  complainants  is  the  average  rate  per  ton  on  all 
freight.    TOiile  averages  are  often  helpful  in  determining  the  proper  relationship  of 
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rates  or  the  proper  basis  for  their  construction,  considering  the  cost  of  the  transporta- 
tion here  involved  due  to  extra  train  miles  made  by  "helpers"  or  "pushers"  neces- 
sitated by  heavy  grades,  etc.,  we  are  not  prepared  to  say  that  a  rate  of  $1.55  would  be 
the  reasonable  maximum  rate  for  the  haul  here  involved. 

Under  all  the  circumstances,  we  are  of  the  opinion  that  defendants  have  not  shown 
the  increased  rate  of  $1.96  to  be  reasonable;  we  are  further  of  the  opinion  that  a  reason- 
able rate  for  the  transportation  of  coal  from  Coal  Creek  to  Spartanburg  should  not 
exceed  $1.85  per  ton.    This  is  the  rate  which  has  been  in  effect  for  many  years. 

It  appears  that  some  of  the  complainants  have  received  coal  under  this  $1.95  rate. 
Upon  satisfactory  proof,  reparation  will  be  awarded  to  such  complainants  in  an  amount 
equal  to  the  difference  between  the  rate  of  $1.95  actually  paid  and  the  rate  of  $1.85 
herein  prescribed. 

We  have  already  reviewed  the  present  adjustment  of  differentials.  The  reduction 
of  the  Coal  Creek  rate  to  $1.85  will  have  the  effect  of  increasing  the  differential  of  10 
cents  £^inst  the  Virginia  fields  to  20  cents,  which  is  5  cents  less  than  the  differential 
effective  at  the  time  of  the  decision  in  the  Andys  Ridge  case.  In  that  case,  however, 
we  were  asked  by  the  Tennessee  operators  to  increase  that  differential — not  to  decrease 
it — and  our  report,  dealing  only  with  the  prayer  contained  in  the  petition,  denied  the 
increase.  We  are  now  urged  by  the  Virginia  interests  to  eliminate  any  differential 
against  the  Virginia  fields,  or,  at  least,  to  make  the  same  reduction  in  the  Virginia 
rate  that  may  be  made  in  the  Coal  Creek  rate. 

However,  the  Carolina,  Clipchfield  &  Ohio  Railroad  has  the  short  line  from  the 
Dante,  Va.,  fields  to  Spartanburg,  and  that  carrier  has  not  been  a  party  to  this  pro- 
ceeding. Under  all  the  circumstances  we  think  the  interested  carriers  should  for 
the  present  be  left  to  work  out  whatever  readjustment  of  rates  and  differentials  may 
seem  to  them  to  be  necessary,  and  we  will  not,  in  this  proceeding,  make  any  order 
fixing  a  differential  over  Coal  Creek  to  apply  to  the  Virginia  &  Southwestern  mines. 
Our  order  reducing  the  Coal  Creek  rate  to  $1.85,  however,  must  not  be  construed  as 
approving  a  differential  of  20  cents.  An  order  in  accordance  with  the  foregoing  con- 
clusions will  be  issued. 

No.  3153. 

Alabama  Coal  Operators'  Assoclation  v.  Southern  Railway  Company  et  al. 

Submitted  March  17, 1911.    Decided  June  20, 1911. 

1.  On  shipm^ts  of  coal  to  points  in  Georgia,  South  Carolina,  and  Florida  Birming- 

ham, Ala.,  takes  differentials,  under  Coal  Creek,  Tenn.,  varying  from  15  to  70 
cents  per  ton.  Upon  complaint  of  the  Birmingham  coal  operators  seeking  to 
have  tliese  differentials  increased;  Eeld^  That  the  present  adjustment  is  not 
shown  to  be  either  unreasonable  or  unjustly  discriminatory. 

2.  Under  the  conditions  described  in  the  record,  rate  construction  on  a  per-ton-per- 

mile  basis  would  give  to  distance  an  exa^erated  influence,  resultmg  in  rela- 
tively prohibitive  rates  beyond  certain  distances  and  the  elimination  of  com- 
petition. 

3.  The  realms  of  commercial  activity  of  a  producing  point  can  not  be  limited  to  a 

definite  radius  and  all  other  producers  excluded  therefrom.  Nor  can  differen- 
tials be  computed  at  a  fixed  rate  per  mile. 

E.  H.  Ca&onm  for  complainant. 
M,  P.  Callaway  for  Southern  Railway  Company. 

Perkins  Baxter,  8,  D.  Baxter,  and  N.  W.  Proctor  for  Louisville  &  Nashville  Railroad 
Company. 
'L,  M,  G.  Baker  for  Southern  Appalachian  Coal  Operators*  Association,  intervener 

Report  of  the  Commission. 

MbyeR)  Commissioner: 

The  complainant  is  a  voluntary  association  whose  members  comprise  a  majority  of 
the  coal  operators  in  what  is  known  as  the  Birmingham  district  in  the  State  of  Ala- 
bama. The  coal  markets  here  involved  are  located  in  Georgia,  South  Carolina,  and 
Florida.  Besides  the  Birmingham  district,  the  mines  in  the  Coal  Creek  district  in 
Tennessee  ship  to  these  markets,  taking  differentials  varying  from  15  to  70  cents  per 
ton  over  the  Alabama  mines.  Complainant  seeks  to  have  these  differentials  increased, 
alleging  that  the  present  adjustment  discriminates  against  it  in  favor  of  Coal  Creek. 
The  Appalachian  Coal  Operators'  Association,  composed  of  practically  all  the  coal 
operators  in  eastern  Tennessee  and  Kentucky,  have  intervened. 
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The  Birmingham  district  is  served  by  both  the  Southern  Railway  and  the  Louis- 
ville &  Nashville  Railroad,  and  is  divided  into  several  groups,  all  of  which  take  either 
the  Birmingham  rate  or  certain  differentials  higher.  Against  these  differentials  no 
complaint  is  made.  Coal  Creek  proper  is  served  only  by  the  Southern  Railway;  but 
throughout  this  proceeding  the  term  Coal  Creek  has  been  made  to  include  also  the 
Wind  Rock,  Tenn.,  group  on  the  Louisville  &  Nashville  adjacent  to  Coal  Creek.  Botib 
groups  take  the  same  rates. 

Coal  from  both  Birmingham  and  Coal  Creek  reaches  most  of  the  Georgia  points 
through  Atlanta.  The  average  short-line  distance  from  the  Birmingham  district  to 
Atlanta  is  187  miles;  from  Coal  Creek  it  is  233  miles,  a  difference  of  46  miles  in  favor 
of  Birmingham.  At  Atlanta,  Birmingham  enjoys  a  differential  of  15  cents  per  ton 
under  Coal  Creek.  The  short-line  route  from  both  fields  to  Atlanta  is  also  the  short- 
line  route  to  a  point  about  120  miles  northeast  of  Atlanta,  or  near  Seneca,  S.  C,  and 
up  to  this  point  the  differential  is  the  same  as  at  Atlanta.  At  Seneca,  the  short-line 
distance  from  Coal  Creek  to  Atlanta  is  via  Spartanburg,  S.  C,  and  the  differential  in 
favor  of  Birmingham  ceases.  Macon,  Ga.,  is  near  the  southern  boundary  of  this  15- 
cent  differential  zone  and,  while  the  short-line  distance  from  Birmingham  to  Macon 
is  via  Atlanta,  the  route  via  the  Central  of  Georgia  through  Columbus,  Ga.,  is  only  3 
miles  longer,  and  ^ing  southwest  from  Macon  this  becomes  the  short  route  from 
Birmingham,  materially  decreasing  the  distance  from  that  district,  while  the  distance 
from  Coal  Creek  to  the  same  points  is  increasing  because  the  traffic  must  move  through 
Atlanta.  With  this  decrease  in  distance  as  we  approaoh  Birmingham,  the  differential 
in  its  favor  increases,  first  to  25  cents,  then  to  45,  and  finally  to  70  cents.  Generally 
designated,  the  15-cent  differential  territory  includes  the  southwestern  comer  of 
South  Carolina  and  all  of  Georgia  east  of  a  line  drawn  from  a  point  northwest  of  Atlanta, 
southeast  to  Brunswick,  Ga.;  the  25-cent  differential  territory  includes  that  portion  of 
Georgia  and  Florida  west  and  south  of  a  line  drawn  from  a  pomt  just  south  of  Macon  to 
Brunswick  and  east  of  a  line  drawn  from  a  point  just  south  of  Macon  through  Green- 
ville, Fla.,  to  the  coast;  the  45-cent  differential  territory  embraces  that  portion  of 
Georgia  and  Florida  lying  west  of  a  line  drawn  from  a  point  northwest  of  Atlanta, 
southeast  to  a  point  just  south  of  Macon,  then  south  through  Greenville,  Fla.,  to  the 
coast.  To  a  few  points  on  the  (/hattahoocliee  River  and  to  Alabama  points  west  thereof 
the  differential  is  70  cents. 

Complainant  admits  that  the  70-cent  differential  is  more  than  is  necessary  to  enable 
it  successfully  to  compete  in  that  territory  \\  ilh  the  Coal  Creek  mines.  It  also  admits 
that  the  adjiistment  obtaining  under  the  45-cent  differential  is  reasonable,  and  the 
complaint  is  therefore  narrowed  to  an  attack  lipon  the  adjustment  existing  in  the 
15  and  25  cent  differential  zones. 

Complainant  contends  that  north  and  east  of  a  line  drawn  from  Dickson,  Tenn.,  to 
Burroughs,  Ga.,  is  the  territory  in  which  Coal  Creek  should  market,  while  south  and 
west  of  said  line  the  market  properly  belongs  to  Alabama.  All  points  along  this  line 
are  equidistant  from  both  Birmingham  and  Coal  Creek  proper,  but  are  not  equidistant 
from  the  mines  in  the  respective  districts  becaiise  complainant  has  failed  to  consider 
the  average  gathering  distance  from  the  mines  to  the  assembling  stations.  At  Bir- 
mingham this  distance  is  20  miles,  while  at  Coal  Creek  it  is  5  miles.  The  aforesaid 
line  passes  about  20  miles  east  of  Atlanta,  but  allowing  for  the  respective  gathering 
distances  it  would  be  moved  about  15  miles  farther  west  or  within  5  miles  of  Atlanta, 
to  which  point  Birmingham  now  enjoys  a  15-cent  differential.  As  the  15-cent  differ- 
ential territory  extends  to  a  point  120  miles  northeast  of  Atlanta,  Birmingham  now 
enjoys  rates  15  cents  lower  than  Coal  Creek  to  points  120  miles  east  of  the  hne  which 
complainant  contends  marks  the  eastern  boundary  of  the  territory  to  which  it  is 
entitled.  But  mileages  can  not  be  computed  hy  air  lines  nor  can  consuming  territory 
be  apportioned  by  straight  lines.  That  Birmingham  is  entitled  to  compete  in  the 
widest  markets  can  not  be  questioned,  and  we  can  not  accept  any  theory  which  limits 
the  realms  of  commercial  activity  of  a  producing  point  to  a  definite  radius  and  excludes 
from  that  territory  all  other  producers. 

The  point  most  strongly  urged  by  complainant  was  that  the  same  per-ton-mile  rates 
should  apply  from  both  Birmingham  and  Coal  Creek.  This  contention  was  advanced 
not  so  much  because  it  was  thought  that  the  rates  so  made  would  in  this  case  establish 
a  proper  relation  between  the  respective  fields,  but  because  complainant  deemed 
it  practically  axiomatic  that  rates  should  be  so  constructed. 

The  short-line  distance  from  Birmingham  to  Atlanta  is  187  miles,  the  rate  $1.20,  and 
the  rate  per  ton  per  mile  6.4  mills.  From  Coal  Creek  to  Atlanta  the  short-line  distance 
is  233  miles,  the  rate  $1.35,  and  the  rate  per  ton  per  mile  5.7  mills.  The  application  of 
the  rate  of  5.7  mills  per  ton  per  mile  to  the  haul  from  Birmingham  would  result  in  a 
rate  of  $1.06,  a  reduction  of  14  cents  and  an  increase  in  the  differential  from  15  to  29 
cents.   Applying  the  rate  of  6.4  mills  per  ton  per  mile  to  the  haul  from  Coal  Creek,  we  have 
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occurring  since  that  time.  To  Albany,  Birmingham  enjoys  a  differential  of  45  cente 
which  is  admitted  by  complainant  to  be  reasonable.  The  present  adjustment  ha 
been  in  effect  for  more  than  20  years  and,  necessarily,  was  sufficiently  favorable  t^ 
permit  complainant's  members  to  build  up  whatever  business  they  obtained  dunu^ 
the  years  of  their  heaviest  tonnage  to  this  market.  The  only  change  in  the  situatior 
has  been  the  opening  up  of  the  Wind  Rock  mines  due  to  the  extension  of  the  Louis- 
ville &  Nashville  Railroad.  While  this  extension  shortened  the  distance  from  the 
Tennessee  mines  to  Atlanta  26  miles,  no  change  was  made  in  the  differential  adjust- 
ment. It  therefore  would  seem  that  these  decreases  in  tonnage  are  not  altogether 
attributable  to  the  existing  differentials. 

From  the  testimony  in  this  case  and  from  that  in  the  case  of  Victor  Mfg.  Co.  v. 
S.  Ry.  Co. J  211.  C.  0.  Rep.,  222,  it  appears  that  the  cost  of  production  at  Coal  Creek 
is  about  $1.05  per  ton,  run-of-mine  basis,  while  in  Alabama  it  is  not  over  $1  per  ton. 
Cost  of  production  may,  therefore,  be  eliminated  as  a  reason  why  Birmingham  does 
not  or  can  not  compete  in  this  territory . 

It  is  a  well-recognized  fact  that  as  you  go  northeast  from  Birmingham  the  quality 
of  the  coal  improves;  that  at  Coal  Creek  seems  to  be  considered  somewhat  better  than 
that  at  Birmingham,  while  the  Virginia  coal  is  regarded  slightly  superior  to  that  of 
Coal  Creek.  Due  to  the  various  grades  of  coal  and  to  the  fact  that  some  is  sold  nm  of 
mine  while  some  is  screened  and  sold  as  domestic,  steam  or  slack,  and  due  to  the 
further  fact  that  the  quality  of  coal  in  the  respective  districts  varies,  we  are  unable 
from  this  record  to  say  to  what  extent  the  qualities  of  the  coal  in  Birmingham  aDd  in 
Coal  Creek  differ.  Nor  is  this  material  except  in  explanation  of  changes  in  the  market 
for  Birmingham  coal,  and  complainant  conceded  that  no  increase  in  differentials  is 
justified  on  account  of  such  difference  in  qualitj^. 

Throughout  the  entire  case  complainant's  witnesses  expressed  the  opinion  that 
Birmingham  had  lost  the  Georgia  market  to  Coal  Creek,  but  no  testimony  was  intro- 
duced to  sustain  such  opinions.  With  differentials  from  15  to  70  cents  in  their  favor, 
and  with  no  greater  cost  of  production,  it  is  difficult  to  see  why  the  Alabama  mines 
should  lose  trade  to  Coal  Creek.  In  the  Victor  Mfg.  Co.  case  as  well  as  in  the  case  of 
Arvdys  Ridge  Coal  Co.  v.  S.  Ry.  Co.,  18  I.  C.  C.  Rep.,  405,  it  was  shown  that  the  mines 
in  Virginia  competed  strongly  in  Soutii  Carolina  and  Georgia,  and  had  virtually  taken 
the  former  market  from  Tennessee,  while  to  Atlanta  and  other  Georgia  points  they 
shipped  2  tons  of  coal  to  every  ton  shipped  by  Tennessee,  although  to  Atlanta  the 
differential  against  them  is  35  cents  as  compared  with  Coal  Creek  and  50  cents  as  com- 
pared with  Birmingham.  On  the  whole  record  it  does  not  appear  that  the  Alabama 
.operators  have  suffered  any  damage  on  account  of  the  present  differential  adjustment. 
They  admit  that  they  can  practically  monopolize  the  market  in  the  70  and  45  cent 
differential  territories,  but  to  those  points  their  shipments  have  decreased  in  about 
the  same  proportion  as  their  shipnaents  to  points  in  Georgia  in  the  15  and  25  cent  zones. 
Despite  the  alleged  loss  of  Georgia  territory  the  entire  output  of  the  Alabama  mines  is 
finding  a  ready  market,  one  company  statmg  Uiat  its  supply  had  been  sold  and  it  was 
now  purchasing  coal  with  which  to  nil  its  contracts.  The  concentrated  movement  of 
coal  into  Georgia  from  not  only  Birmingham  and  Coal  Creek,  but  also  from  the  mines 
in  Tennessee  on  the  Cincinnati,  New  Orleans  &  Texas  Pacific;  Nashville,  Chattanooga 
&  St.  Louis;  and  Tennessee  Central,  results  in  intense  competition  and  a  diminution 
of  profits  in  mining.  In  this  situation  it  is  apparent  that  other  markets  maybe  con- 
siderably more  desirable  to  Birmingham,  and  tliat  the  Georgia  markets  are  sought  only 
when  other  channels  are  obstructed. 

Under  all  the  circumstances  we  are  of  opinion  and  find  that  the  differential  adjust- 
ment complained  of  is  not  shown  to  be  unreasonable  or  im justly  discriminatory.  It 
follows  that  the  complaint  must  be  dismissed      An  order  will  be  issued  accordmgly. 

Mr.  Thom.  Mr.  Dulaney,  then  the  gateway  that  was  put  up  against 
you,  as  you  say  it  was  put  up  against  you  at  KnoxviUe,  of  35  cents, 
And  '*  gateway  as  you  express  it,  which  was  put  up  against  you  at 
Morristown,  of  10  cents  in  favor  of  the  Coal  Creek  operators,  applied 
to  all  the  operators  in  the  Appalachian  and  the  Black  Mountain 
fields  alike,  aid  it  not  ? 

Mr.  Dulaney.  Not  alike.  As  I  have  stated,  it  applied  to  all,  but 
simultaneously,  as  the  facts  show,  compensation  was  provided  foi 
the  gentlemen  who  aided  you  in  that  frame  up. 

ifi.  Thom.  I  understand  your  contention  is  that  the  Southera 
Jlailway  bought  some  fuel  coal  from  these  other  people,  but  let  us  noi< 
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go  to  the  point  of  whether  notwithstanding  this  gateway,  the  Stonega 
people  did  not  ship  last  year  over  the  Southern  road  any  commercial 
traffic  over  600,000  tons  of  coal? 

Mr.  DxjLANEY.  Certainly,  that  is  a  matter  that  is  not  in  this  evi- 
dence, and  you  ought  to  wait  until  your  witness  puts  it  in. 

Mr.  Thom.  I  am  asking  you. 

Mr.  DuLANEY.  I  do  not  know,  sir. 

Mr.  Thom.  Do  you  not  know  they  make  very  large  shipments  for 
commercial  use,  and  for  fuel  purposes  over  the  Virginia  &  Southwest- 
em  and  the  Southern  Railway  notwithstanding  these  gateways  you  are 
talking  about? 

Mr.  DuLANEY.  To  Atlanta — I  do  not  know,  sir. 

Mr.  Thom.  I  did  not  say  anything  about  Atlanta.  I  said  over 
these  two  roads. 

Mr.  DuLANEY.  It  is  probable  they  do;  but  I  do  not  know. 

Mr.  Thom.  Do  you  not  know  it  to  be  a  fact  that  the  Virginia  Iron, 
Coke  &  Coal  Co.,  in  the  same  Appalachian  field,  ships  largely  in 
commercial  traffic  over  the  Virginia  &  Southwestern  and  the  Soutnem 
road,  notwithstanding  the  gateways  to  which  you  have  alluded  ? 

Mr.  DxjLANEY.  I  do  not,  su*.     It  may  be  true;  but  I  do  not  know,  sir. 

Mr.  Thom.  You  do  not  know  how  much,  but  do  you  not  know 
they  are  very  large  shippers  in  commercial  coal  ? 

Mr.  DuLANEY.  I  assume  they  ship  considerable  quantities;  but  as 
I  have  said,  I  do  not  know  about  the  facts. 

Senator  Smith  of  Michigan.  I  thought  the  first  day  we  met  down 
in  the  Interstate  Commerce  C bmmittee  room  that  those  figures  were 
given  ? 

Mr.  Thom.  I  do  not  remember  whetbei  they  were.  If  they  were 
given,  they  must  have  been  given  by  Mr.  Dulaney. 

Senator  vSmith  of  Michigan.  Two  hundred  and  seventeen  thou- 
sand, or  something  like  that. 

Mr.  Dulaney.  No  figures  on  that  subject  at  all  were  given  by  any 
of  us.  I  presmne  you  mean  the  figures  as  to  the  contract  which  the 
Southern  Railway  had  given  to  tnose  two  operators,  which  coal  is 
received  at  the  plant,  and  therefore  is  not  affected  by  the  gateway. 

Senator  Smith  of  Michigan.  That  is  right;  I  recall  that. 

Mr.  Thom.  If  the  Stonega  Co.  can  ship  600,000  tons  a  year  in 
commercial  traffic  from  that  field,  notwithstanding  the  gateways,  and 
the  Virginia  Iron,  Coke  &  Coal  Co.  can  ship  400,000  tons  a  year, 
why  can  not  you  ship  ? 

Mr.  Dulaney.  I  thmk  that  is  very  easily  answered — that  the  South- 
em  Railway  fosters  those  two  companies  to  that  extent,  that  they 
can  run  their  mines  normally,  that  they  can  really  get  the  benefit  of 
the  output,  and  in  that  way  reduce  overhead  chaises.  That  is  one 
reason,  sir. 

Senator  Smith  of  Michigan.  To  be  a  little  more  specific,  they  pat- 
ronize these  companies  for  fuel  purposes? 

Mr.  Dulaney.  i  es ;  a  fixed  contract  of  200,000  to  300,000  tons  is 
in  itself  a  very  important  item  in  the  matter  of  keeping  up  normal 
operations. 

Senator  Smith  of  Michigan.  That  is,  it  enables  the  plant  to  be 
operated  continuously? 

Mr.  Dulaney.  That  is  the  idea. 
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Senator  Smith  of  Michigan.  And  thereby  saves  the  expense  of  a. 
partial  operation  and  the  assembling  of  torce,  etc.?  Is  that  the 
only  reason? 

Mr.  DuLANBY.  That  is  an  important  reason. 

Senator  Poindbxtbr.  What  was  it  you  said  here  a  couple  of  days- 
ago  about  the  Viiginia  Iron,  Coke  &  Coal  Co.  having  a  special  advan- 
tage in  shipping  to  17  furnaces  that  they  owned  on  the  Virginia  & 
Southwestern  Kailroad? 

Mr.  DuLANEY.  That  was  on  the  Norfolk  &  Western  Railroad,  and 
that  coal  moved  first  over  the  Virginia  &  Southwestern  until  ifc 
reached  the  Norfolk  &  Western  at  Bristol,  and  then  passed  over  th©^ 
Norfolk  &  Western  to  these  points. 

Senator  Poindexter.  Is  not  the  Virginia  &  Southwestern  a  con— 
stituent  part  of  the  Southern? 

Mr.  DuLANEY.  Yes,  sir. 

Senator  Poindexter.  Is  not  what  you  are  talking  about  here  now  ? 

Mr.  DuLANEY.  It  is  not.  We  are  now  discussing  the  output  fronct 
these  mines  that  passes  through  the  gateway  at  Morristown. 

Senator  Poindexter.  And  ne  said  the  output  of  the  Virginia  Iron, 
Coke  &  Coal  Co.,  shipped  over  the  Southern  line 

Mr.  DuLANEY.  That  is  what  you  had  reference  to,  was  it  not  ? 

Mr.  Thom.  I  was  speaking  of  the  Morristown  gateway. 

Mr.  Lyon.  Mr.  Thom,  you  did  not  state  that  600,000  tons  passed 
through  the  Morristown  gateway  from  the  Stonega  Co.  ? 

Mr.  Thom.  No;  I  was  speaking  of  commercial  coal  entirely,  ov©x 
the  V.  &  S.  W.  to  the  Southern. 

Mr.  Lyon.  Does  Senator  Poindexter  understand  that  ? 

Mr.  Douglas.  Mr.  Dulaney  does  not. 

Mr.  Dulaney.  I  want  to  make  one  more  statement  before  we  g^t 
to  that.     In  support  of  the  continuous  operation  which  the  Vireinia 
Iron,  Coke  &  Coal  Co.  is  enabled  to  keep  up,  and  the  Wentz  Co.-j— 
they  both  have  an  outlet  over  the  Norfolk  &  Western.     The  Virginia 
Iron,  Coke  &  Coal  Co.  probably  puts  half  of  its  entire  output  through 
Norfolk,  besides  this  big  contract  it  has  with  the  Southern.     Another 
thing,  it  has  a  big  contract  with  the  Norfolk  &  Western,  which  I  men- 
tioned the  other  day  to  you  gentlemen,  all  of  which  enables  it  to  do 
this  great  business,  without  helping  even  to  get  an  outlet  at  Charles- 
ton.    The  output  of  those  two  mmes  is  taSen  care  of  and  that  is 
why  they  do  not  aid  us  in  getting  out  at  Charleston,  or  Savannah,  or 
some  of  these  other  points. 

Mr.  Thom.  Well,  if  they  can  ship  and  sell  in  that  territory  a  million 
tons  a  year,  why  can  not  you  sell  in  that  same  territory  ? 

Mr.  Dulaney.  I  challenge  that  they  do  not  sell  a  milhon  tons  a  year 
in  the  southern  territory  through  the  Morristown  gateway. 

Mr.  Thom.  Of  course,  we  wifl  have  to  put  witnesses  on  the  stand 
to  show  what  they  do. 

Mr.  Douglas.  You  misunderstand.  Col.  Thom.  It  is  everywhere 
over  the  Virginia  &  Southwestern  that  makes  that  tonnage. 

Senator  Poindexter.  That  is  what  I  understood. 

Mr.  Dulaney.  And  that  is  a  different  proposition. 

Mr.  Thom.  That  is  the  proposition  I  am  talking  about;  and  I  say 
if  they  can  sell  a  million  tons  a  year,  which  reaches  the  market  over 
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the  Yirginia  &  Southwestern  and  the  Southern,  why  can  not  you  sell 
in  that  same  territory  ? 

Mr.  DuLAKET.  I  have  answered  that 

Senator  Smith  of  Michigan.  The  freight  rates  being  the  same  ? 
Mr.  DuLANEY.  I  have  answered  that  in  part.  I  will  make  a 
further  answer.  The  tonnage  from  the  Virginia  Iron,  Coke  &  Goal 
Co. — some  of  their  tonnage  passes  out  over  the  Virginia  &  South- 
western to  Bristol;  thence  over  the  Norfolk  &  Western  to  the  17 
places  that  I  have  heretofore  mentioned.  Those  17  places  are  con- 
trolled by  the  Virginia  Iron,  Coke  &  Coal  Co.  There  is  the  pur- 
chaser and  the  seller,  and  until  early  in  this  year  the  Virginia  Iron, 
Coal  &  Coke  Co.  had  the  equivalent  of  a  rebate  of  50  cents. 

Senator  Smith  of  Michigan.  If  they  bought  of  you  you  could  do  it  ? 
If  they  bought  of  you  instead  of  your  rivak  you  would  have  just  as 
much  advantage  as  they  have  ? 

Mr.  DuLANEY.  Yes;  but  there  is  absolutely  nothing  of  consecjuence 
left  within  that  little  territory  after  the  railroads  make  their  pur- 
chases for  consumption  from  tne  two  mines. 
Senator  Smith  of  Michigan.  I  know  it. 

Mr.  DuLANEY.  There  is  nothing  profitable;  that  is  the  point. 
Mr.  Thom.  I  am  eliminating  any  of  this  coal  that  passes  over  the 
Korfolk  &  Western  at  all;  and  I  am  asking  you — taking  it  for  granted, 
for  the  sake  of  discussion  that  these  other  two  companies  have  a 
trade  of  a  million  tons  a  vear  in  commercial  coal  to  territory  reached 
by  the  Virginia  &  Southwestern  and  the  Southern — why  can  not  you, 
at  the  same  rates,  sell  coal  in  the  same  territory  ? 

Mr.  DuLANEY.  For  the  simple  reason  that  the  provisions  which  I 
have  mentioned  enable  those  companies  to  run  regularly  at  full 
capacity,  and  therefore  to  mine  coal  more  cheaply  than  any  mines 
can  run  that  have  to  run  one  or  two  or  three  days  in  the  week  and 
still  take  care  of  their  fixed  charges. 
,  Mr.  Thom.  In  other  words,  ii  you  had  the  same  patronage  that 
thjBy  have,  there  is  nothing  in  the  world  to  prevent  you  from 
*^  \r^^  commercial  coal  ? 
f  fif*  I^^n^ANBY.  That  is  correct,  sir.  If  we  were  under  the  wings 
^  the  trust — and  I  do  not  desire  to  be,  sir;  I  would  rather  die  like 
^an  than  to  get  business  in  certain  ways;  in  that  event,  however, 
^«  nught  live. 

coal      T^^^'  ^^  other  words,  if  you  could  get  people  to  buy  your 
^Q  J  Inhere  these  other  people  get  people  to  buy  their  coal,  you 

j^^  sell  under  these  rates,  just  as  well  as  they  could  ? 
xjj^xjT*  ^UXANEY.  If  we  were  willing  to  resort  to  a  certain  sort  of 
jj^^^to  get  the  business  we  might  succeed. 
Mr  iV^^^-  What  methods  do  they  resort  to  ? 
j^'  ;DtrL^j^EY.  I  have  stated  that. 

)o  stsLf   ^^^^'   ^  ^^  ^^^  know  what  you  allude  to.     Would  you  object 

j^j,  ^J^gr  a-gain  what  methods  they  resort  to  ? 
ensaV   ^^^^'^■^^'  I  would  not,  sir.     I  refer  particularly  to  the  com- 
'^eou^?^  *^^idch  is  evidently  given  by  the  Southern  RaUway,  simul- 
^ur  on     '  '^^^■^ost,  with  the  Andys  Kidge  case.     Does  that  answer 

^OA-^a:.     J  Jq  j^q^  think  it  does.     You  may  think  so. 
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Senator  Poindbxter.  What  do  you  mean  by  compensation  given 
by  the  Southern  Railway  ? 

Senator  SifrrH  of  Michigan.  He  means  that  they  gave  their  pat- 
ronage. 

Mr.  Douglas.  He  means  more  than  that. 

Senator  SifrrH  of  Michigan.  He  means  they  bought  coal  from  the 
other  people. 

Mr.  JDulanby.  I  believe  Senator  Poindexter  was  not  here  when  we 
took  up  the  Andys  Ridge  case. 

Senator  Poindexter.  Yes,  I  was  here  when  you  took  up  the 
Andys  Ridge  case :  but  I  would  like  you  to  state,  if  you  can,  what  this 
compensation  is  tnat  you  have  just  referred  to. 

Mr.  DuLANEY.  These  two  operators  referred  to  became  parties, 
along  with  the  railroad — they  were  Virginia  operators,  and  their 
natural  position  was  to  fight,  to  intervene,  to  support  the  Virania 
rates  in  the  Andys  Ridge  case,  which  was  held  in  KnoxviUe,  Tenn. 
Instead  of  doing  that  tney  agreed  with  the  railroad,  as  the  letters 
here  show,  that  they  would  not  niake  certain  arguments  at  that 
hearing,  and  that  agreement  resulted  in  raising  the  rate  at  Knoxville, 
at  the  gateway.  It  was  an  unnatural  thing  tor  them  to  do.  Now, 
immediately  following  that,  as  I  have  presented  the  facts  here  to 
show,  the  Southern  Railway  gave  them  both  about  20,000  tons  a 
month  for  the  three  years.  I  tnink  it  will  average  that  for  the  years 
that  have  intervened  since. 

Mr.  Thom.  Do  they  buy  that  coal  at  any  excessive  price  ? 

Mr.  DuLANEY.  I  do  not  know,  sir,  anything  about  the  price. 

Mr.  Thom.  Were  not  some  of  the  coal  operators  in  your  field 
offered  an  opportunity  to  bid  for  it  ? 

Mr.  DiTLANEY.  I  do  not  know;  I  never  heard  of  it  if  thev  were. 

Senator  Smith  of  Michigan.  Col.  Thom,  how  near  through  are  you 
with  your  cross-examination  ^ 

Mr.  Thom.  I  think  I  shall  get  through  in  a  couple  of  hours  to- 
morrow. This  is  a  convenient  part  of  the  testimony  at  which  to 
adjourn  for  the  evening.  j 

The  Chairman.  Very  well;  we  will  meet  at  10  o'clock  in  the  mom-    I 
ing. 

(Thereupon,  at  5  o'cbck  p.  m.,  the  subcommittee  adjourned  to 
meet  to-morrow,  Fnday,  July  24,  1914,  at  10  o'clock  a.  m.) 


FRIDAY,  JULY  24,  1914. 

Subcommittee  on  Naval  Affairs, 

United  States  Senate, 

Wdshington,  D.  C. 

The  committee  met,  pursuant  to  adjournment,  at  10  o'clock  a.  m. 
Present:  Senators  Nathan  P.  Bryan  (chairman)  and  Miles  Poin- 
dexter. 

TESTIMONY  OF  MR.  BENJAMIN  L.  DULANEY  (resumed). 

Mr.  Dulaney.  ]Mr.  Chairman,  I  would  Kke  to  take  just  a  minute  to 
introduce  some  statistics  which  I  left  out  just  before  Air.  Thom  began 
his  cross-examination,  so  that  he  can  examine  me  on  these  figures 
also,  if  it  is  agreeable  to  Mr.  Thom. 
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Ir.  Tbeom.  Yes,  sir. 

iKe  Chairman.  Very  well. 

sir.  DxjLANEY  (reading): 

COAL  TONNAGE  NOW  AVAILABLE  TO  CHARLESTON,    8.   C. 

3ta\  capacity  of  mines  per  year  of  240  days:  Tons  (2,000 

(1)  On  &)uthem  and  Virginia  A  Southwestern  in  East  Tennessee,     l^^^^>- 
Kentucky^  and  Virginia 12, 558,  OOa 

(2)  On  Louisville  &  Nashville  Railroad,  Cumberland  Valley  and 
Knoxville  divisions 9, 192,000 

Total.for  the  two  lines 21, 750, 000 

(Memo:  These  figiu-es  made  up  from  "Directory  of  Coal  Mines  and  Coke  Ovens," 
issued  by  I.  S.  Graves,  coal  freight  agent,  Southern  Railway,  and  from  Louisville  & 
Nashville  Railroad  circular  G.  I.  S.  No.  87,  issued  by  D.  M.  Goodwyn,  general  freight 
agent.) 

Following  that  are  the  shipments  made  by  these  railroads  for  the 
same  year,  1913,  from  the  same  territory,  to  wit: 

Southern  Railway: 

Shipments  (tons,  2,000  pounds)  for  the  year  1913  from  Virginia  mines 

(Vfrginia  &  Southwestern  Railway) 1, 243, 651 

From  Southern  Railway,  East  Tennessee  and  Kentucky  mines 2, 284, 261 

Total,  Southern  Railway,  East  Tennessee  and  Kentucky 3, 527, 912^ 

Louisville  &  Nashville  Railroad: 

From  Virginia  mines : 217, 497 

From  Tennessee  and  Kentucky  mines 1, 533, 175- 

Total 1,750,672 

Total  Southern  Railway  and  Louisville  &  Nashville,  East  Ten- 
nessee, Virginia,  and  Kentucky  mines 5, 278, 580 

Difference  between  what  the  roads  actually  moved  and  the  mines 
capacity,  as  shown  by  the  railroad  agents  themselves,  is  16,471,420 
tons. 

Senator  Poindbxter.  Is  that  the  capacity  of  the  mines  in  oper- 
ation ? 

Mr.  DuLANEY.  In  operation  in  that  small  territory  of  southwest 
Virginia,  east  Tennessee,  and  a  small  portion  of  Kentucky  that  is 
tributary  to  that  outlet.  The  total  mine  capacity  represents  the 
same  territory  as  is  shown  that  the  raikoads  shipped  from  during 
that  year,  so  that  for  the  year  1913,  as  shown  by  the  railroad  records 
themselves,  there  was  a  capacitv  unused  of  16,471,420  tons.  I  call 
particular  attention  to  the  following  comparison:  For  that  same 
year,  1913^  the  increase  of  business  from  the  Virginia  territory  of 
the  Virginia  &  Southwestern  Railroad  Co.  and  the  Southern  Kail- 
'^ay— practically  all  that  coal  from  the  Virginia  territory  comes  out 
over  the  Virginia  &  Southwestern — ^for  four  years  is  not  quite  8  per 
Cent. 

Mr.  RiXEY.  Is  that  from  the  V.  &  S.  W.  mines  ? 

Mr.  DuLANEY.  That  is  the  tonnage  moved  over  the  Virginia  & 
Southwestern  Railroad  out  of  southwest  Virginia,  the  tonnage  moving 
)outh.  I  ask  you  to  compare  that  with  the  increase  of  the  business 
rf  the  Norfolk  &  Western  Railway  in  Virginia — ^in  both  cases  I  am 
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comparing  Virginia  with  Virginia.  The  increase  of  the  NorfoU 
Western  for  the  same  period  is  94  per  cent,  the  growth  of  the  K 
folk  &  Western  business;  that  coal  has  tidewater  outlet  and  the  ot 
has  not. 

Mr.  Thom.  You  might  state  at  that  point  whether  jou  include 
the  Norfolk  &  Western  the  lake  trade  as  well  as  the  tidewater  tra 

Mr.  DuLANEY.  I  include  the  entire  business  in  both  cases  mo> 
from  the  State  of  Virginia  in  any  direction  anywhere.  The  di 
supporting  that  statement  I  would  like  to  put  in  evidence  as  Exhi 
No.  14. 

(Exhibit  No.  14,  just  offered  by  Mr.  Dulaney,  is  in  the  words  a 
figures  following:) 

Exhibit  No.  14. 
goal  tonnage  now  available  to  charleston,  8.  g. 

Total  capacity  of  mines  per  year  of  240  days: 

(1)  On  Southern  and  Virginia  &  Southwestern  in  East      Ton  (2,000  lbs.). 
Tennessee,  Kentucky,  and  Virginia 12,  558,  000 

(2)  On   Louisville  &  Nashville  Railroad,   Cumberland 

Valley  and  Knoxville  divisions 9, 192, 000 

Total  for  the  two  lines 1 21, 750, 0( 

(Memo:  These  figures  made  up  from  "Directory  of  Coal 
Mines  and  Coke  Ovens,"  issued  by  I.  S.  Graves,  coal  freight 
agent.  Southern  Railway,  and  from  Louisville  &  Nashville 
Railroad  circular  G.  I.  S.  No.  87,  issued  by  D.  M.  Goodwyn, 
general  freight  agent.) 

Southern  Railway: 

Shipments  for  the  year  1913  from  Virginia  mines  (V.  & 

S.  W.  Railway). 1, 243,  651 

From  Southern  Railway,  East  Tennessee  and  Kentucky 

mines 2,  284,  261 

Total,  Southern  Railway,  East  Tennesee  and  Ken- 
tucky      3,  527,  912 

Louisville  &  Nashville  R.  R. : 

From  Virginia  mines 217, 497 

From  Tennessee  and  Kentucky  mines 1, 533, 175 

1,750, 

Total  Southern  Railway  and  Louisville  &  Nashville,  east  Tennessee, 
Virginia,  and  Kentucky  mines 5, 278, 

Difference  between  estimated  capacity  of  mines  and  actual  shipments. . .  16, 471, 

Note. — In  four  years,  1910-1913,  the  growth  in  coal  tonnage: 
Southern  Railway,  8  per  cent  from  Virginia  (over  Virginia  and  Southwestern  B 
way). 
Louisville  &  Nashville  Railroad,  10  per  cent  from  Virginia. 
Norfolk  &  Western  Railway,  94  per  cent  from  Virginia. 

Totals,  estimated  capacity  of  coal  mines  per  year  of  240  working  days:  Ton! 

On  Southern  Railway  in  Tennessee  and  Kentucky 12, 558, 

On  Louisville  &  Nashville  Railroad,  Cumberland  Valley  and  Knoxville 

divisions 9, 192, 

Total  for  2  lines 21, 750, 
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EHimated  daUy  capadiy  of  mines  on  Louisville  ds  Nashville  Railroad  in  Tennessee, 

KenttLcky,  and  Virginia,^ 


^ 


Location. 


Comberland  VaUey  diyision: 

Grays  district 

Barboorville  district 

Artenms  district 

North  Jdlloo  branch 

Lynn  Camp  branch 

Elys  district 

Four  Mile  district 

PlneviUe  district 

Left  Fork  branch. 

Wasioto  <&  Black  Mountain  B.  R. 

Middlesboro  R.  E .-... 

Stony  Fork  branch 

Hignite  branch 

Fork  Ridge  branch 

Black  Mountain  branch 

Interstate  R.  R 

V.&S.W.Ry 

Roaring  Fork  R.  R 

Dorchester  branch 

Josephine 

Norton. 

Wise  Terminal  R.  R 

V.&K.Ry 


Total  of  division 

Less  tonnage  shown  as  also  on  Southern  Railway  and  allied  lines. 


Net  total  of  division. 


Number  of 
mines. 


8 
1 
8 
1 
1 
3 
7 
9 
5 
16 
9 
5 
1 
2 
8 
4 
4 
3 
3 
1 
1 
2 
4 


106 


Capacity. 


Tom. 

1,255 

80 

2,550 

480 

80 

1,050 

4,450 

5,350 

1,030 

7,685 

4,800 

1,700 

500 

1.850 

3,350 

5,100 

4.050 

1,900 

2,100 

225 

800 

900 

595 


51,880 
25,670 


26,210 


1  Tabulated  from  '' Directory  of  Coal  Mines  and  Coke  Ovens,"  issued  by  I.  L.  Graves,  coal  freight  agent, 
effective  Apr.  1, 1913. 

240  days  per  year;  12,558,000  tons  per  year. 

Normal  working  time  per  month  is  20  to  22  days.  This  total  on  basis  20  days  per  month,  or  240  days  in 
12  months. 

Net  total  of  Cumberland  Valley  division,  26,210. 

EitxTaated  daily  capacity  of  coal  mines  on  Southern  Railway  and  Virginia  4?  Southwest- 
em  Sailway  in  Tennessee j  Kentucky ,  and  Virginia.^ 


Location. 


Tennessee  and  K^itucky  district: 

Between  Knoxville  and  Jellico 

Oliver  Springs  branch 

Coal  Creek,  Briceville,  New  River  branch, 

La  Follette  branch 

Clear  Fork  branch 

Stony  Fork  branch 

Bennetts  Fork  branch 

Total,  Tennessee  and  Kentucky  district 
Virginia*  Southwestern Ry 

Total 


Number 
of  mines. 


20 
6 

10 

12 
7 
7 

11 


73 
26 


99 


Capacity. 


Tons. 
6,785 
605 
4,425 
1,200 
4,800 
3,200 
6,500 


27,515 
24,810 


52,325 


>  Tabulated  from  circular  G.  I.  S.  No.  87  issued  by  D.  M.  Goodwyn,  general  freight  agent,  revised  Apr. 
30,1914. 
Louisville  &  Nashville  tonnage  excludes  all  joint  mines  with  Southern  Railway. 
Southern  Railway  tonnage  includes  all  joint  mines  with  Louisville  &  Nashville. 
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Estimated  daUy  capaeUy  of  coed  mines  on  Southern  Railway  and  Virginia  de  SouUnoai' 
em  Railway  in  Tennessee,  Kentucky^  and  Fif^nia— Continued. 


Looation. 


KnozvOle  division: 

Wilton  branch 

Between  Bockhold  and  Saxton. 

Jellico  district 

Pine  Mountain  branch 

Halsey  branch 

Clear  Fork  branch 

Hog  Gamp  branch 

Cow  Creek  branch 


Total  of  division 

Less  tonnage  shown  as  also  on  Soathem  Railway  and  allied  lines. 


Net  total  of  division. 


Number  of 
mineB. 


3 
7 
6 

7 
1 
6 
13 
8 


44 


O^ndty. 


Ttnu, 

i,m 

3,280 
1,1» 
8,220 

200 
8,690 
5,050 

900 


18,120 
6,030 


13,000 


Net  total  of  two  divisions . 


38900 

340  days. 


1533000 
7B600 

0193000 


I  simply  want  to  call  attention  to  the  great  importance  of  this 
single  exhibit  from  a  small  section  of  that  country  which  is  bottled 
up.  I  call  attention  to  the  further  fact  that  that  does  not  include 
Alabama,  but  it  simply  includes  the  tonnage  that  is  now  available 
according  to  the  railroads'  own  statistics  for  shipments  to  Charleston 
and  Savannah.  In  my  original  statement  I  said  I  beUeved  the  terri- 
tory would  furnish  at  least  ten  million  tons  now.  I  furnish  this 
exhibit  in  support  of  that.  This  does  not  include  the  tonnage  of  the 
Clinchfield  road  which  taps  the  same  territory  and  which  reaches 
Charleston — that  has  been  shown  heretofore — and  it  does  not  include 
the  Alabama  territory  which  is  so  tributary  to  Jacksonville  and  Bruns- 
wick.    That  is  all  I  have  to  say. 

Mr.  Thom.  Mr.  Dulaney,  referring  to  your  charge  made  on  yester- 
day, and  previously,  in  your  examination,  that  the  Andys  Ridge  case 
was  a  frame-up,  I  would  like  to  know  for  the  information  of  the  com- 
mittee, something  about  your  own  experience  in  frame-ups.  Do  you 
remember  a  case  before  the  Interstate  Commerce  Commission  in 
December,  1907,  in  which  a  hearing  was  held  at  Bristol,  where  the 
town  of  Bristol  was  the  nominal  complainant  and  the  Southern  Rail- 
way Co.  and  the  Virginia  &  Southwestern  Railway  Co.  were  de- 
fendants. 

Ml-.  Dulaney.  I  remember  it  very  distinctly,  sir,  and  I  am  very 
glad  to  have  the  opportunity  presented  by  you.  I  remember  it. 
What  is  your  question,  sir. 

Mr.  Thom.  Did  not  the  examiner,  Mr.  Examiner  Smith,  in  open 
session  from  the  bench,  rebuke  you  for  having  framed  up  practically 
that  case  and  for  attempting  to  prostitute  the  processes  of  the  com- 
mission or  the  United  States  for  your  private  purposes  ? 

Mr.  Dulaney.  Yes.     But  let  me  state  that  that  was  the  result  of  a 
frame-up  by  the  Southern  Railway  and  the  Virginia  &  Southwestern- 
Railway,  very  similar  to  the  one  that  occurred  in  the  Andys  Ridg^ 
case.     I  wish  to  tell  one  thing  that  occurred.     The  usual  professional 
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witnesses  had  been  assembled,  to  which  were  added  a  great  many 
cheap  politicians,  and  all  sorts  of  questions  were  brought  up.  They 
found  it  impossiole  to  find  anythiug  against  my  character,  so  I  am 
goin^  to  recite  to  you  gentlemen  where  they  told  a  part  of  the  truth, 
which  was,  in  effect,  the  worst  falsehood  conceivable.  In  the 
oiganization  of  the  Virginia  &  Southwestern,  as  I  have  stated,  I  was 
one  of  the  parties  who  K>rmaUy  offered  the  two  constituent  roads  for 
sale  to  the  new  organization  at  that  time,  the  Virginia  &  South- 
western Railway  Co.  The  proposition  and  the  minutes  had  been  pre- 
pared by  Judge  Phlegar,  now  deceased,  and  Judge  Luckey,  of  Enox- 
ville,  Tenn.  In  that  proposition  I  was  one  of  the  parties  who  offered 
the  two  railroads  for  sale.  The  proposition  was  accepted.  The 
securities  of  the  railway  company  obtained  by  me  were  forthwith 
tamed  over  to  the  treasurer  of  the  Virginia  Iron,  Coal  &  Coke  Co., 
by  whom  I  was  furnished  the  money  to  buy  the  roads;  every  share  of 
stock  and  every  bond  had  been  turned  over  by  me  to  the  treasurer 
of  the  Virginia  Iron,  Coal  &  Coke  Co. 

So  that  the  facts  and  the  record  of  the  facts  in  both  cases  were  in 
possession  of  John  B.  Newton,  who  was  at  that  time  the  head  of 
both  of  these  companies.  In  the  very  midst  of  the  proceedings  at 
Bristol,  the  auditor  of  both  companies  was  introduced  as  a  witness, 
wid  he  read  an  extract  from  the  first  minutes  of  the  Virginia  &  South- 
western Railway  Co.,  at  which  meeting  I  had  offered  the  two  rail- 
roads and  at  which  time  my  offer  had  been  accepted.  He  read 
only  a  part,  just  enough  to  show  that  a  large  profit  nad  been  made 
and  there  stopped,  and  the  witness  retired.  At  the  momeAt  I  had 
no  access  to  the  books,  they  being  in  the  possession  of  Mr.  Newton 
in  both  cases.  I  requested  Mr.  Newton  to  let  his  witness  tell  the 
whole  truth.  His  reply  was,  *'You  can  tell  it."  I  did  tell  it,  but 
before  I  could  get  to  the  real  fact  it  was  the  following  day,  so  that 
the  examiner  was  impressed  with  the  fact  that  Mr.  Dulaney  had  been 
&  party  to  a  great  profit-making  scheme,  and  the  examiner  did  make 
the  statement  read  there  which  was  very  imjust  to  me  and  imjust  to 
himself,  as  I  afterwards  learned  the  commission  reproached  him 
for  it.  Let  the  commission  speak  for  itself  in  that  record.  I  wish 
to  say,  however,  in  producing  for  the  occasion  only  a  part  of  the  truth, 
that  that  was  a  greater  falsenood  than  if  he  had  simply  stated  some- 
thing false  in  so  far  as  its  effect  was  concerned,  tt  is  just  such 
methods  as  that  that  I  have  been  confronted  with  by  this  same 
circle  of  people  for  the  last  10  years,  'and  I  am  glad  to  have  this 
opportunity.  I  am  sorry  to  bore  this  committee  with  these  private 
matters,  but  I  have  not  introduced  them.  Col.  Thorn  has  introduced 
this  matter. 

Mr.  Thom.  Is  this  what  happened  at  the  opening  of  the  hearing: 
"Yesterday  morning  Commissioner  Smith  made  the  following  state- 
ment to  counsel  for  both  sides:  'The  opinion  is  gathered  from  what 
the  city  attorneys  and  mayor  said  that  the  city  does  not  indorse  all 
that  has  been  done,  said,  and  made  a  part  of  tne  record  in  this  case. 
It  seems  that  the  case  has  taken  too  wide  a  scope.  It  appears  that 
the  city  now  would  be  glad  to  get  lower  rates,  but  the  parties  outside, 
it  seems,  have  not  observed  limits.  I  again  call  Mr.  JBachman's  at- 
tention to  the  fact  that  the  only  hope,  as  1  see  it,  that  the  city  would 
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have  to  get  lower  rates,  would  be  by  an  attack  on  the  Southern  Rail- 
way rates.     I  must  insist  that  you  keep  out  of  the  record  everything 
that  does  not  pertain  to  rates.     I  do  not  believe  in  the  prostitution 
of  the  processes  of  the  commission  or  the  United  States  courts  and  I 
have  seen  evidence  of  it  in  these  cases.     If  Mr.  Dulaney  has  a  griev- 
ance against  the  railroads  he  should  appear  in  his  own  right.     The 
processes  of  the  Interatate  Commerce  Commission  are  abused  when 
one  appears  through  a  municipal  corporation  when  the  latter  is  not 
the  real  complainant."' 

Mr.  Dulaney.  It  sounds  to  me  very  much  Uke  what  happened, 
sir.  It  is  highly  proper  that  if  this  subject  is  to  be  considered,  the 
whole  record  should  be  considered,  and  1  hope  it  will. 

The  Chairman.  We  do  not  care  for  the  whole  record. 

Mr.  Dulaney.  I  wish  to  make  this  statement:  That  in  that  case, 
as  a  citizen  of  my  town,  I  was  a  complainant  individually.  I  wish  to 
make  the  further  statement  that  the  board  of  mayor  and  aldermen 
requested  me  to  institute,  and  stood  squarely  by  me  throughout,  the 
controversy.  I  wish  to  make  the  further  statement  that  the  Interstate 
Commerce  Commission  heard  the  case  and,  notwithstanding  the  fact 
that  Examiner  Smith,  having  been  misled  in  the  way  that  I  have 
just  indicated,  made  some  statements,  the  Interstate  Commerce 
Commission  gave  the  reUef  asked  for.  At  that  time  the  coke  rates 
to  Mr.  McHarg's  operation  at  Bristol  were  45  cents;  for  the  people  of 
Bristol  the  coal  rate  was  $1  or  $1.10.  I  felt  that  I,  as  an  individual, 
had  the  right  to  do  something  for  my  own  people.  The  board  oi 
mayor  and  aldermen  had  requested  it,  and  I  acted  faithfully  and  pro- 
cured that  reUef. 

The  Chairman.  I  think  you  have  gone  far  enough  with  that  answer. 
We  do  not  care  to  go  into  that  case,  but  we  are  trying  this  case. 

Mr.  Dulaney.  I  do  hope  we  will  try  the  real  case,  but  I  did  not 
introduce  this.  It  is  remarkable  to  me  that  counsel  for  the  other  side 
does  not  pay  any  attention  to  the  case  before  this  committee,  but  is 
trying,  it  seems  to  me,  all  the  cases  I  have  had  before  the  Interstate 
Commerce  Conmiission,  and  I  have  not  all  those  detailed  records 
with  me. 

Mr.  Thom.  In   this   connection,    Mr.    Dulanev,    referring    to   the  [ 
Andys  Ridge  case,   Senator  Smith  on  vesterday   asked   you  this  1 
<luestion:  **And  that  is   the  frame-up  that  has  come  under  your 
immediate  observation,''  and  you  are  recorded  as  answering,  ^^Itis, 
and  I  have  not  and  do  not -reflect  upon  the  Interstate  Commerce 
Commission.     Let  the  facts  speak  for  themselves.'' 

Mr.  DUI.ANEY.  I  had  particular  reference  to  the  Interstate  Com- 
merce Commission  in  that  statement,  as  the  answer  shows. 

Mr.  Thom.  Now,  Mr.  Dulaney,  you  have  this  morning  brought  in 
certain  statistics  relating  to  the  mine  capacity  oi  mines  m  the  locali- 
ties which  you  have  mentioned  and  in  relation  to  the  shipments  from 
those  mines.  Do  you  know  that  the  supply  of  coal  to  Charleston  by 
water  has  decreased  from  1909,  when  it  was  98,985  tons,  to  59,878 
tons  in  1913? 

Mr.  Dulaney.  I  do  not,  sir. 

Mr.  Thom.  Do  you  know  that  the  coal  carried  to  Charleston  by 
rail  has  increased  from  the  year  1909  from  66,471  tons  to  101,127  tons 
in  1913? 


TBANSPOETATION  OF  COAL.  229 

Mr.  DuLANBY.  I  do  not  know  that,  but  I  will  accept  your  state- 
ment if  you  will  give  it  as  a  fact. 

Mr.  Thom.  Do  you  know  that,  as  to  Savannah,  the  coal  carried 
there  by  water  in  1909  amounted,  according  to  the  registered  tonnage 
[  otthe  vessels,  to  51,472  tons,  which  increased  to  90,003  tons  in  1913, 
which  is  actual  tonnage,  whereas  the  coal  carried  to  Savannah  by 
rail,  exclusive  of  that  carried  by  the  Atlantic  Coast  Line,  in  1909 
amounted  to  about  56,000  tons?    And  in  1913,  also  exclusive  of  the 
Atlantic  Coast  Line  figures,  which  we  have  not  before  us,  amounted 
to  183,808  tons  ?    Have  you  made  that  investigation  to  find  that  out 
or  do  you  know  that  to  be  a  fact  ? 
Mr.  DuLANEY.  That  is  all  rail,  is  it  ? 
Mr.  Thom.  Yes,  sir;  that  is  all  rail. 

Mr.  DuLANEY.  I  have  not,  for  the  reason  that  that  particular 
business  was  taken  up  by  your  expert.  I  wiU  state  in  a  general  way 
I  heard  that  from  the  Birmingham  district  the  great  portion  of  that 
coal  is  hauled  at  some  low  rate  which  has  not  been  made  known  by 
the  raiLx)ad  which  owns  its  own  steamship  hne,  and  I  would  suggest 
to  the  conunittee  that  the  exact  facts  ought  to  be  obtained  as  to  lUst 
what  the  Central  of  Georgia  charges  for  the  movement  of  more  tnan 
100,000  tons  of  coal  from  Alabama  to  Savannah,  as  a  basis  of  what 
flie  road  would  probably  be  able  to  do  conunercially. 

Senator  Poindexteb.  What  was  this  100,000  tons  carried  there 
for !    Commercial  purposes  ? 

Mr.  DuLANEY.  No.  The  Central  of  Georgia  is  interested,  as  I  un- 
derstand iti  in  a  steamer  line  that  plies  between  Jacksonville  and  the 
east,  and  it  furnishes  the  coal  for  that  hne  of  steamers,  and  it  is  a 
large  quantity;  it  is  probably  a  great  deal  larger  than  100,000  tons. 
I  just  stated  that  that  was  a  subject  under  investigation  by  the  coiii- 
mittee's  expert  and  wiU  be  developed  later.  I  am  glad  to  give  any 
information  I  know  on  the  subject,  but  that  was  not  a  subject  that  I 
investigated,  for  the  reasons  stated. 

Mr.  Thom.  What  you  have  said  about  the  Central  of  Georgia  Kail- 
road  does  not  aflfect  Charleston  in  any  way,  does  it  ? 

Mr.  DuLANEY.  Not  that  I  know  of,  sir;  except  to  show  if  the  roads 
can  haul  to  Savannah  at  a  low  rate  they  can  haul  to  Charleston  at  a 
low  rate. 

Mr.  Thom.  Do  you  know  that  the  water-borne  coal  entering  Jack- 
sonville decreased  from  the  year  1909  from  185,722  tons  to  140,300 
tons? 

Mr.  DuiANEY.  I  do  not  know,  but  if  that  is  true,  I  should  say  it 
is  due  to  the  fact  that  the  Florida  &  East  Coast  Railroad  has  for  the 
last  few  years  received  its  tonnage  about  20  miles  below  Jacksonville 
at  a  point  called  Mayport. 

Mr.  Thom.  Do  you  iaiow  that  the  coal  carried  by  rail  to  Jackson- 
ville increased  from  the  year  1909,  when  it  was  33,871  tons,  to 
114,866  tons  in  1913? 

Mr.  DuiANEY.  I  do  not,  sir,  but  if  you  make  that  statement  as  a 
fact,  I  will  accept  it.  I  am  glad  to  get  these  things  in  the  record, 
and  I  hope  the  committee  is. 

Mr.  Thom.  You  spoke  in  your  examination  in  chief  of  a  cargo  of 
5oal  which  had    been    shipped    into    Charleston  for  the  Southern 
Railway  by  water  ? 
jUdr.  DuiANEY.  I  did,  sir. 
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Mr.  Thom.  Did  you  know  when  you  made  that  statement  that 
that  carffo  of  coal  was  anthracite  coal  which  is  not  produced  on  the 
rails  of  the  Southern  Railway  ? 

Mr.  DuLANEY.  I  did  not,  sir,  and  I  do  not  think  the  records  show 
that.  I  called  attention  to  a  consignment  of  coal  from  Philadelphia 
to  Charleston  to  the  Southern  Railway  Company  and  gave  my  au- 
thority. It  does  not  appear  as  anthracite,  but  as  bituminous  coal; 
furthermore,  it  was  shipped  from  Fairmont,  W.  Va.,  as  the  records 
show,  and  if  they  have  any  anthracite  coal  at  Fairmount,  W.  Va.,  I 
have  never  heard  of  it. 

Mr.  Thom.  I  would  Uke  to  have  your  authority  produced,  because 
our  evidence  will  be  that  it  was  a  cargo  of  anthracite  coal  used  for 
heating  our  cars. 

Mr.  DuLANEY.  If  there  is  any  error,  I  am  as  anxious  to  correct  it 
as  you. 

Senator  Poindexteb.  How  much  was  it,  according  to  your  records, 
Mr.  Thom  ? 

Mr.  Thom.  I  do  not  know  how  much  that  particular  one  was,  but 
we  have  bought  only  1,002  tons  there  in  seven  years  and  it  was  all 
anthracite. 

Senator  Poindbxtbr.  Where  was  it  from  ?    What  mine  ? 

Mr.  Thom.  It  was  from  William  Johnson  &  Co.,  of  Charleston, 
local  dealers,  and  they  got  it  from  some  Northern  anthracite-pro- 
ducing company. 

Mr.  DuLANEY.  I  have  found  the  record  here.  During  the  year 
1913,  the  clearance  record  from  the  port  of  Philadelphia  shows 
1,657  long  tons  of  bituminous  coal,  destination  Charleston;  shipper, 
Hutchison  &  Co.;  consignee,  Southern  Railway.  It  wa^  shipped  in 
the  vessel  SJiawmut, 

Mr.  Thom.  Of  course  I  will  have  that  looked  up,  with  these  par- 
ticulars before  me,  such  as  I  have  given.  Now,  Mr.  Dulaney,  you 
iave  into  Charleston  a  rate  of  $1.40  for  transshipment  to  points 
Dutside  of  Charleston  Harbor,  have  you  not  ? 

Mr.  Dulaney.  That  is  my  understanding. 

Mr.  Thom.  That  is  the  same  rate  that  applies  from  the  Virginia 
mines  to  Norfolk  for  transshipment,  is  it  not  ? 

Mr.  Dulaney.  Yes,  su*. 

Mr.  Thom.  So  we  have  that  rate  in  ? 

Mr.  Dulaney.  That  rate,  as  I  understand  it,  has  been  in  since 
about  last  September,  has  it  not  ? 

Mr.  Thom.  I  think  it  was  in  October;  but  I  do  not  remember  ex- 
actly.    Some  time  last  fall. 

Senator  Tillman.  I  saw  something  in  the  paper  last  week  that  the 
Interstate  Commerce  Commission  itself  had  raised  that  rate  5  cents 
a  ton. 

Mr.  Thom.  However,  you  have  a  complaint  of  the  rate  to  Charles- 
ton, Mr.  Dulaney,  for  local  consumption  which  is,  I  believe,  $2.05  ? 

Mr.  Dulaney.  My  position  is  that  the  entire  southeastern  territory 
is  entitled  to  just  as  good  treatment  as  the  tidewater  consuming  tem- 
tory  north  of  Hatteras  and  as  the  Virginia  territory  interior  and  tribu- 
tary to  the  Norfolk  &  Western  and  the  Chesapeake  &  Ohio. 

Mr.  Thom.  To  be  specific,  your  view  is  that  the  coal  ought  to  be 
hauled  in  that  southern  territory  just  as  cheap  as  in  the  territory 
north  of  the  Potomac,  as  I  understand  it  ?  ' 
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Mr.  DuLANEY.  My  statement,  sir,  relerred  to  the  dead  line  which 
1  pointed  out,  which  was  bounded  with  the  State  line,  practically, 
between  North  Carolina  and  Virginia. 

Mr.  Thom.  What  is  your  position  in  respect  to  whether  or  not  coa] 
ou^ht  to  be  hauled  just  as  cheap  in  the  southeastern  territory,  Vir- 
ginia and  the  Carolinas,  as  in  the  territory  north  of  the  Potomac  ? 

Mr.  DxJLANEY.  I  made  no  statement  ? 

Mr.  Thom.  Therefore,  I  am  trying  to  get  jfou  to  make  one. 

Senator  Poindexteb.  Do  you  purposely  exclude  Norfolk  ? 

Air.  Thom.  Yes;  for  the  present.    I  am  coming  to  that  later. 

Mr.  DuLANEY.  I  am  not  prepared  to  discuss  that  feature.  I  am 
prepared  to  discuss  with  you,  sir,  the  evidence  in  chief,  and  that  is  a 
oistmiction  made  between  coal  for  the  interior  south  of  the  dividing 
line  of  Carolina  and  Virginia  and  north  of  that  Une. 

Mr.  Thom.  To  put  the  question  in  another  way,  do  you  admit  or 
deny  that  the  density  of  traffic  should  have  an  effect  upon  the  amount 
of  the  rates  ? 

Mr.  DuLANEY.  I  deny  it  under  all  the  circumstances. 

Mr.  Thom.  You  deny  that.  Do  you  think  that  when  a  railroad 
lies  in  a  territory  where  it  can  earn  $33,000  a  mile  from  its  freight 
traffic,  and  another  one  lies  in  a  territory  where  it  can  earn  only 
$6,000  or  $7,000  per  mile,  that  thie  rates  in  the  latter  should  ba  just 
as  low  as  the  rates  in  the  former  ? 

Mr.  DuLANEY.  If  the  conditions  could  not  be  rectified  by  the  rail- 
road itself,  then  I  would  agree  with  you;  but  in  the  case  of  the  South- 
em  Railway  I  have  just  pointed  out  16,000,000  tons  of  coal  in  one 
small  territory  begging  to  be  shipped  somewhere,  and  the  only  possi- 
ble outlet  that  I  can  see  is  tidewater.  In  that  connection  I  want  to 
call  attention  to  one  or  two  facts.  The  Southern  Railway  Co.,  as 
shown  by  the  annual  report  itself,  is  bonded  for  a  Uttle  over  $39,000 
a  mile.  The  Norfolk  &  Western,  which  is  one  of  the  model  railroads 
Ln  this  country,  is  bonded  for  about  $43,000  a  mile.  The  fixed  charges, 
therefore,  so  far  as  bonding  is  concerned,  against  the  mileage  in  each 
case  are  about  the  same.  One  would  naturally  think  that,  masmuch 
as  the  fixed  charges  have  to  be  paid  anyway  it  would  be  the  policy 
of  the  Southern  Railway  Co.  to  haul  everything  it  could  over  its 
rails  out  of  which  it  could  receive  anything  more  than  the  actual 
cost  of  labor,  maintenance,  locomotive  use,  and  so  forth.  One  would 
naturally  suppose  that  if  the  business  is  there  begging  that  the  great 
Southern  Railway  Co.,  if  it  is  not  equipped,  could  anticipate  the  future 
a  year  or  two  and  make  another  loan  and  get  ready,  because  a  road 
that  carries  a  bond  of  $39,000  a  mile  through  a  comparatively  level 
country 

Senator  Poindexter.  You  speak  advisedly,  do  you,  when  you  say 
''bond"  alone? 

Mr.  DxjLANEY.  I  do,  sir.     I  get  my  information  from  the  annual 
report  of  the  Southern  Railway  Co.     I  say  that  it  would  seem  that  a 
road  that  did  carry  a  $39,000  bonded  indebtedness,  running  through 
a  comparatively  level  country,  as  that  from  Birmingham  to  Jackson- 
ville, would  not  require  mucn  more  money  to  enable  it  to  carry  coal 
just  as  cheaply  as  the  Norfolk  &  Western  carries  coal;  and  in  doing 
that  see  what  a  great  saving  it  would  be  for  the  tonnage  the  company 
now  has,  because  if  the  road  is  in  that  bad  condition  that  it  can  na-^ 
carry  coal  profitably  all  the  other  commodities  of  merchandise  no 
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carried  must  suffer  from  that  same  condition.  Does  that  answer  your 
question  ? 

Mr.  Thom.  I  do  not  think  so  at  all,  but  I  am  perfectly  willing  to 
try  it  again.  Let  me  understand,  Mr.  Dulaney,  what  the  market  is 
that  you  would  look  to  for  the  disposal  of  this  16,000,000  tons  of 
coal  which  vou  now  say  can  not  move  ?  Is  it  the  market  to  the 
interior  or  the  market  through  the  ports  for  export  ? 

Mr.  Dulaney.  Both.  There  is  no  reason  why  coal  moving  through 
Charleston  and  being  loaded  on  the  boats  at  the  same  price  that  now 
prevails  at  Norfolk  should  not  find  a  market  aloi^  the  entire  eastern 
coast.  New  England,  and  New  York,  especially  since  a  great  deal  of 
the  coal  in  the  southern  country  which  would  reach  Giarleston  is  gas 
coal  of  a  high  quality.  There  is  no  reason  why  coal  should  not  be 
moved  as  cheaply  from  Charleston  to  New  York  as  from  New  York 
to  Charleston.  Again,  the  export  business  would,  for  southern  ship- 
ments, be  a  little  more  favorable  for  coal  starting  from  Char^ston 
than  from  Philadelphia  or  from  Norfolk  or  from  Baltimore.  There 
is  probably  a  little  difference  there  in  favor  of  the  Charleston  outlet. 
So  far  as  foreign  exports  are  concerned — I  mean  across  the  Atlantic — 
I  say  that  the  diflFerent  fields  would  be  on  probably  an  exact  competi- 
tive basis.  At  any  rate,  the  coal  fields  are  entitled  to  a  fair  show 
at  th3  markets  of  the  world,  and  my  position  is  simply  this:  That  it 
is  grossly  wrong  to  keep  the  coal  on  your  road  bottled  uj)  md  not 
even  give  it  a  chance  at  the  markets  of  the  world.  It  is  grossly 
wrong  to  the  people  south  of  Hatteras.  As  I  have  stated,  the  peo- 
ple have  some  rignts,  because  the  people  in  the  end  have  to  pay  the 
mterest  on  those  bonds  that  I  have  just  referred  to.  The  claim  that 
I  have  made  is  this:  That  until  the  Southern  Railway  Co.  has  put  its 
road  in  physical  condition  to  do  the  normal  natural  business  which 
is  there  to  be  done  it  has  no  right  to  pay  interest  on  your  5  per  cent 
preferred  stock.  If  I  may  be  permitted  to  offer  a  suggestion,  that 
will  be  the  first  suggestion;  give  the  people  a  chance  for  a  while  and 
stop  paying  dividends  on  your  stock.  Build  up  your  proposition  and 
make  a  great  road  out  of  it. 

Mr.  Thom.  You  will  readilv  appreciate,  however,  that  the  important 
inquiry  is  not  what  the  coaf  capacity  of  the  mines  is,  but  whether  a 
market  can  be  found  for  it,  inasmuch  as  no  matter  what  the  coal 
capacity  of  the  mines  is,  it  would  not 'move  unless  a  market  could 
be  found  for  it. 

Mr.  Dulaney.  I  think  that  is  begging  the  question.  The  oper- 
ators ought  to  have  a  chance  to  find  a  market,  and,  in  my  opinion, 
if  you  give  them  the  chance,  they  will  find  that  market,  and  that 
very  quickly. 

Mr.  Thom.  Now,  reverting  to  the  question  of  the  interior  market 
first,  of  course  you  appreciate  that  the  Southern  Railway  has  ffot  not 
not  only  the  coal  people  to  consider,  but  all  the  other  people  who 
are  producers  and  shippers  on  its  lines,  do  you  not? 

Mr.  Dulaney.  I  have  stated,  with  very  great  emphasis,  that  I 
believe  they  considered  too  much  the  interest  of  certain  coal  mines, 
and  I  wish  to  elaborate  just  a  little.  I  have  stated  hitherto  that  the 
territory  served  by  the  Southern  Railway  is  restricted;  I  mean  by 
that  the  coal  is  not  permitted  to  go  outside.  Now,  I  call  attention 
to  the  fact  that  there  are  just  about  enough  trust  mines  inside  of 
that  territory  to  devour  the  restricted  busmess  that  is  there,  and 
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the  favoritism  that  is  shown  those  trust  mines  leaves  others  simply 
bottled  up  to  die,  so  that  your  trust  friends,  in  due  season,  can  come 
along  ana  reorganize  them  and  take  them  over.  That  is  my  opin- 
ion, sir. 

Mr.  Thom.  Of  course,  I  have  understood— you  have  reiterated 
and  reit'Crated  that  statement,  but  I  would  be  very  glad  if  you 
would  simply  answer  my  question. 

Mr.  DuLANEY.  I  am  attempting  to  do  so.  I  want  to  bring  out 
the  whole  truth  and  not  a  part  of  it. 

Mr.  Thom.  I  do  not  think  that  you  are  beginning  to  touch  the  ques- 
tion, and  if  you  will  simply  answer  my  question  I  will  be  greatly 
obliged  to  you. 

Afr.  DuLANEY.  I  am,  sir.  I  am  sorry  I  can  not  answer  to  suit 
you,  but  I  will  do  the  best  I  can. 

Mr.  Thom.  Speaking  of  this  bottling  up  you  referred  to,  did  not 
the  Interstate  Conmaerce  Commission  find  as  a  fact  in  your  Black 
Mountain  case  that  tables  submitted  in  evidence  show  that  there 
is  a  fairly  free  and  steadily  increasing  movement  from  Appalachia 
mines  to  points  in  Carolina  territory  under  the  existing  adjustment  ? 

Mr.  DuLANEY.  I  do  not  know,  sir.  I  have  just  shown  from  your 
own  record  what  that  steadily  increasing  output  is,  8  per  cent  in 
four  years. 

Mr.  Thom.  I  will  read  into  the  record  the  following  figures,  taken 
from  the  Interstate  Commerce  Commission  statistics,  as  the  basis 
of  a  question. 

Mr.  DuLANEY.  One  minute,  please.  Is  that  in  opposition  to  your 
own  Southern  Kailway  statement  ? 

Mr.  Thom.  What  ? 

Mr.  DuLANEY.  The  things  you  are  going  to  read. 

Mr.  Thom.  You  will  see  if  you  just  wait  a  moment.  The  revenue 
per  mile  of  road  for  the  year  ended  June  30,  1913,  from  freight  alone, 
for  the  following  roads,  is  as  follows: 

Pennsylvania  Raihoad,  $33,001.92. 

Baltimore  &  Ohio  Kaihoad,  $17,995.64. 

Norfolk  &  Western  Railroad,  $18,581.72. 

Chesapeake  &  Ohio  Raihoad,  $11,879.99. 

Southern  Railway,  $6,388.04. 

Taking  those  figures  to  be  correct,  Mr.  Dulaney,  of  course  the  thin 
earnings  of  the  Southern  Railway  Co.  make  it  exceedingly  important 
for  it  to  so  manage  its  resources  that  it  can  conserve  the  narrow  and 
limited  revenue,  does  it  not  ? 

Mr.  Dulaney.  That  is  your  statement. 

Senator  Poindexter.  Are  those  figures  you  are  giving  gross 
revenue  ? 

Mr.  Thom.  Gross  freight  revenue  per  mile  of  road. 

Mr.  Dulaney.  The  thing  that  impresses  me  most  in  that  statement 
18  the  fact  that  every  road  which  is  mentioned  is  a  tidewater  road, 
with  low  freight  rates,  as  compared  with  the  poor  old  Southern  that 
18  not  allowed  to  go  to  tidewater  at  all.  If  there  is  anything  shown 
in  that  comparison  that  comes  out  with  great  emphasis  it  is  that  big 
fact,  and  it  is  inconceivable  to  me  that  the  Soutnem  people  on  the 
Southern  lines  would  not  take  a  lesson  from  those  figures  and  do 
likewise ;  that  is,  open  up  its  territory  and  ship  its  own  resources  to 
the  outside  world.     The  Pennsylvania  Raihoad  takes  care  of  the 
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people  on  its  lines  and  its  factories;  so  that  they  can  live  and  prosp^  |  J 
and  have  high-class  stuff  to  ship.  Let  the  Southern  Railway  do  the 
same  thing  in  all  of  that  southeastern  territory  and  within  four  or  five  I J 
yeara  from  now  you  would  be  surprised,  probably,  at  the  great  results  lo 
of  high-class  stuff  that  you  would  get  to  ship.  Then  you  would  do  lin 
justice  to  those  people,  and  that  is  the  real  issue  before  us.  |ki 

Mr.  Thom.  Who  is  here  complaining  that  the  Southern  Railway  Co. 
does  not  do  that,  except  yourself  ? 

Mr.  DuLANEY.  I  seem  to  be  alone,  for  the  reason,  sir,  that  the  coal  ht 
operators  throughout  your  territory,  at  least  some  of  them,  are  afraid  1 1 
to  appear  here. 

Mr.  Thom.  Who  are  the  owners  who  are  afraid  ? 

Mr.  DuLANEY.  I  will  show  the  committee  the  letters  that  I  have. 
I  am  not  permitted  to  put  them  in  this  record. 

Mr.  Thom.  Just  name  the  ones  who  are  afraid.  I  am  not  asking  for 
any  letters.     Who  is  afraid  to.  appear  here  ? 

Mr.  DuLANEY.  I  have  not  tlie  right  to  do  that,  because,  as  they  say, 
there  will  be  a  matter  of  punishment  to  follow.  That  seems  to  be  the  i  1 
policy  of  the  Southern  Railway  Co.,  that  when  anyone  raises  his  voice  Itii 
against  the  establishment  of  the  policy,  that  one  is  punished.  The  jiii 
law  is  taken  in  the  hands  of  the  Southern  Railway  and  is  a  greater  law  p 
than  the  law  of  the  land,  the  railroad  law,  and  tney  punish  him. 

Mr.  Thom.  Name  a  single  person  who  has  been  punished  by  the 
Southern  Railway  Co.  in  the  way  you  mentioned. 

Mr.  DuLANEY.  I  wall  hand  the  letters  to  the  committee  but  I  wiD 
not  violate  the  request  made. 

Mr.  Thom.  I  am  asking  you  now  for  the  name  of  your  correspond- 
ents. I  am  asking  you  to  name  a  single  person  the  Southern  Rail- 
way has  punished,  or  undertaken  to  punish,  because  of  complaints 
made  ? 

Mr.  DuLANEY.  I  am  basing  my  statement  upon  the  letters  which  I 
I  have  and  which  I  can  not  put  into  the  record  for  the  reason  stated,  j 
sir. 

Mr.  Thom.  Then  you  make  the  statement  and  you  decline  to  give 
the  particulars  ? 

Mr.  DuLANEY.  I  can  not,  sir,  under  the  circumstances. 

Mr.  Thom.  Do  you  not  think,  under  the  circumstances,  that  it> 
would  have  been  very  well  not  to  have  made  the  statement? 

Mr.  DuLANEY.  I  think,  under  the  circumstances,  if  you  continue 
to  deny  the  fact  that  we  will  summon  certain  of  these  operators  tc^ 
come  here,  sir. 

Mr.  Thom.  I  hope  you  will,  and  I  ask  you  to  do  it. 

Now,  of  course,  the  Southern  Railway  Co.  runs  through  11  States^ 
It  has  a  great  variety  of  traffic.     It  has  to  provide  for  the  fruit  busi— - 
ness  of  the  South,  for  the  cotton  business  of  the  South,  for  the  agri-^ 
cultural  business  other  than  fruit  and  cotton,  for  the  manufactures 
of  the  South,  as  well  as  for  coal.    It  is  necessary  for  it  to  have  a  cer- 
tain amount  of  revenue  in  order  to  do  this.     Suppose  that  its  averj^e 
earnings  per  ton  per  mile  are  over  9  mills,  and  it  has  not  enough 
equipment  and  has  not  enough  revenue  to  make  experiments  in  t&e 
development  of  traffic  beyond  its  apparent  needs.     You  think  it 
would  oe  wise,  as  I  understand  you,  to  favor  traflBc  that  would  pay 
only  2i  to  4  nulls  per  mile  and  give  up  this  that  pays  over  9  TniUft  a 
mile  ?    You  think  that  would  be  in  the  pubUc  interest  ? 
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(At  the  request  of  the  witness  the  foregoing  question  was  read 
the  stenographer.) 

Mr.  DuLANEY.  In  the  first  place,  jrour  hypothical  case  is  defect] 
You  should  name  your  present  minimum  mileage  rates  before  s 
mitting  such  a  hypothesis  as  that.  I  understand,  sir,  that  it  will 
ahown  later  that  a  great  deal  of  trust  tonnage  carried  by  your  lin^ 
On  a  lower  basis  than  coal  rates.  All  of  those  things  would  have 
be  taken  into  consideration  before  I  could  attempt  to  answe: 
hypothetical  question  of  that  kind. 

My  position,  I  repeat,  is  this:  Coal  moves  in  trainloads.  As  ] 
been  shown  by  your  own  references,  the  roads  whose  tonnage  is  larg 
coal  and  the  roads  that  move  coal  at  2  mills,  and  in  some  cases  mi 
less,  are  the  roads  that  have  grown  rich,  the  roads  that  have  prosper 
A  proposition  of  that  kind  can  only  be  answered  by  me— not  an 
pert  in  those  details — by  pointing  out  an  example,  and  I  point  to 
roads  you  have  just  mentioned  as  examples  of  prosperity  as  cg 
pared  with  the  Southern. 

Mr.  Thom.  Then  the  question  is  between  the  wisdom  of  the  pol 
vhich  you  propose  for  the  Southern  and  the  wisdom  of  the  pol 
which  the  managers  of  the  Southern  adopt,  and  you  are  here  ad 
eating  that  you,  who  have  failed  in  the  coal  business,  ought  to  doi 
nate  and  prescribe  a  policy  for  the  Southern  Railway  Co.  ? 

Mr.  DuLANEY.  You  can  put  it  that  way,  if  you  want  to,  sir.  T] 
is  your  statement. 

Mr.  Thom.  If  you  take  a  rate  of  $2.05 
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Mr.  DuiANEY.  One  moment.  Your  statement  as  to  my  failure 
the  coal  business — I  would  Uke  for  you  to  explain  what  you  mean,  i 
Mr.  Thom.  I  understood  that  the  basis  of  your  being  here  was  i 
^act  that  you  said  you  could  not  succeed  in  the  coal  business,  and  j 
^ft-ve  explained  it  oy  all  these  restrictions  that  you  say  are  upon  y< 
^^ot  that  so  ? 

iir|^5\I^ULANEY.  Let  that  go  in  the  record.     I  have  no  reply.     N( 
^^  is  the  question,  sir  ? 
^Of^*  Thom.  Taking  a  rate  of  $2.05,  which  is  the  existing  rate,  fr< 
iu^  y^^'Mnes  to  Charleston  for  local  consumption,  am  I  right  in  thu 
4^    *^  the  earnings  per  mile  are  a  Uttle  over  4  mills  ? 
-4f^  •  ;^t73jv.NEY.  I  havc  uot  figured  that. 
4^  *  ^^OM.  Could  you  figure  it  and  let  us  know  ? 
Ck"^^  *  ;^^Xjlaney.  I  will  accept  your  statement,  sir. 
-^a^jlJ-*^^H:oM.  Taking  the  existing  rate  of  $1.40  from  your  mines 
\    i^^l^^^n  for  transshipment,  are  the  earnings  a  Uttle  over  2i  m 
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X3LANEY.  You  make  that  statement  for  your  argument,  a 
ept  it. 

cm.  Now,  do  you  know  that  all  the  Southern  Railway  ( 
8  physical  condition  between  Spartanburg  and  Columbifi 
tons  in  a  train,  including  the  weight  of  the  train? 
Ttlaney.  I  do  not.     What  I  understand,  and  I  think 
is  that  the  rate  which  is  put  into  Charleston  from  'V 
is  now  over  the  Clinchfield  to  Spartanburg,  where  it  1 
Impendent  lines,  nominally,  at  least,  to  reach  Charleston. 
%OM.  I  am  alluding  to  the  haul  between  Spartanburg  a 
Tx  over  the  Southern,  and  to  the  physical  condition  of  1 
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Mr.  DuLANEY.  I  would,  for  the  sake  of  time,  at  least  suggest  that 
that  is  a  proper  question,  as  a  technical  detail,  to  be  taken  up  with  the 
rate  expert,  because  I  certainly  did  not  take  that  up  in  my  main 
examination. 

Mr.  Thom.  Do  you  know  that  the  Norfolk  &  Western  can  haul 
from  Roanoke  to  Norfolk  in  one  train,  with  one  engine,  100  cars,  cars 
probably  weighing  50,000  pounds,  and  the  cargo  weighing  5,000?        | 

Mr.  DuLANEY.  1  will  accept  that  as  true.     But  1  have  abeady    % 
stated  that  if  your  road i 

Mr.  Thom.  I  mean  50  tons  each.  t 

S«iator  PoiNDEXTER.  One  hundred  tons  per  car,  including  the  car 
and  ca^o  ?  j 

Mr.  TfeoM.  Yes.  ^ 

Senator  Poindexter.  They  haul  100  ?  *| 

Mr.  Thom.  One  hundred  cars,  the  car  weighing  about  50  tons  and     ^ 
the  cargo  about  50  tons.  ■ 

Senator  Poindexter.  Between  what  points  ? 

Mr.  Thom.  Roanoke  and  Norfolk. 

Mr.  Lyon.  I  do  not  think  that  Col.  Thom  means  to  state  that.  The 
cars  do  not  weigh  50  tons,  but  about  19  or  20  tons. 

Mr.  Thom.  Perhaps  they  do;  I  did  not  have  it  in  my  mind.  If 
these  gentlemen  say  it  is  19, 1  will  accept  that. 

Mr.  Lyon.  About  20. 

Mr.  Thom.  About  70  tons  for  each  car,  including  the  car. 

Senator  Poindexter.  How  much  is  the  C.  &  O.  haul  between 
Clifton  Forge  and  Newport  News  ? 

Mr.  Thom.  I  am  told  it  is  certainly  as  much,  and  the  Virginian 
also  hauls  100. 

Mr.  Dulaney.  What  was  your  question.  Colonel  ? 

Mr.  Thom.  Now,  taking  those  figures,  which,  I  understand,  you  are 
not  prepared  to  dispute— ndoes  not  that  have  a  very  large  effect  upon 
the  rate  that  the  road  can  aflford  to  accept  for  the  service  ? 

Mr.  Dulaney.  I  understand  it  is  an  accepted  fact  that  the  Clinch- 
field  has  lower  grades  to  cross  the  mountain  coimtry  than  either  the 
Norfolk  &  Western  or  the  Chesapeake  &  Ohio,  on  the  entire  line  to 
tidewater. 

Mr.  Thom.  When  I  am  asking  you  about  the  Southern,  why  do 
you  keep  talking  about  the  Norfolk  &  Western  and  Chesapeake  & 
Ohio  ? 

Mr.  Dulaney.  For  the  simple  reason  that  yoiu*  rates  are  already 
in  over  the  CHnchfield  and  the  Southern,  and  that  is  entirely  proper. 

Mr.  Lyon.  You  are  mistaken  about  that.  Let  me  correct  that.  I 
imderstand  it  is  not  over  the  Clinchfield.  There  are  rates  over  the 
Clinchfield  from  the  Clinchfield  mines.  There  are  rates  in  eflfect,  of 
$1.40,  from  the  Clinchfield  mines  to  Charleston. 

Mr.  Douglas.  Over  the  Clinchfield  road  ? 

Mr.  Lyon.  Over  the  Clinchfield  and  some  connection. 

Mr.  Dulaney.  That  is  the  point  I  was  making. 

Mr.  Thom.  Mr.  Lyon  means  to  go  on  and  say  that  the  rate  of  $1.40 
from  the  southwestern  Virginia  mmes  applies  oy  the  Southern  lines, 
and  I  am  talking  to  you  about  the  Southern  lines  from  your  mines, 
and  not  about  tne  line  from  the  Clinchfield  mines. 

Mr.  Dulaney.  Very  well. 


BV 
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Mr.  Thom.  Now,  not  withstanding  this  great  disadvantage  in  the 
condition  of  the  road,  the  Southern  Kailway  Co.  has  put  in  a  rate  ojf 
11.40  to  Charleston  from  your  mines,  as  you  have  previously  testified. 
Now,  do  you  not  know  it  to  be  a  fact,  Mr.  Dulaney,  that  the  Virginia 
i  Southwestern  Railroad,  when  it  was  purchased  by  the  Southern, 
was  purchased  under  an  agreement  by  which  the  full  management  of 
the  road  should  not  be  turned  over  to  the  Southern  imtil  the  road  was 
paid  for,  and  that  the  road  was  not  paid  for  fully  until  July  1,  1909  ? 
Mr.  Douglas.  The  Virginia  &  Southwestern  ? 
Mr.  Thom.  Yes,  sir. 

Mr.  Dulaney.  You  ask  me  if  I  know  all  those  things  to  be  a  fact  ? 
Mr.  Thom.  Yes;  I  am  asking  you  that. 

Mr.  Dulaney.  I  do  not,  but  if  you  say  they  are  facts  I  will  accept 
IJiat. 

Mr.  Thom.  Then  Mr.  McHarg,  who  sold  the  road,  remained  presi- 
dent of  it  until  July  1,  1909  ? 

Mr.  Dulaney.  1  know  it  was  about  two  years.     I  did  not  know 
the  exact  date — and  also  has  remained  a  director  ever  since,  has  he 
not? 
Mr.  Thom.  He  is  a  director  now. 

Do  you  also  know  the  fact  that  in  the  year  before  the  expiration  of 
the  year  1909  Mr.  Finley  put  up  the  question  of  an  inquiry  into  the 
possibility  of  estabUshing  coal  facilities  for  transshipment  at  Charles- 
ton? 

Mr.  Dulaney.  I  know  that  I  had  frequent  conferences  with  Mr. 
Finley  from  time  to  time  on  up  to  his  death  on  that  subject. 

Mr.  Thom.  Do  you  know  that  Mr.  Finley,  because  of  the  limited 
means  of  the  Southern,  was  exceedinglv  anxious  to  have  it  arranged 
that  adequate  facilities  should  be  established  at  Charleston  without 
cost  to  the  Southern,  and  in  pursuance  of  that  attempted  to  arrive 
at  an  understanding  with  the  management  of  the  Chnchfield  road 
that  such  facilities  would  be  established  by  them  or  their  friends  at 
Charleston  adequate  for  this  purpose  ? 

Mr.  Dulaney.  I  have  heard  of  it  in  a  general  way. 
Mr.  Thom.  Have  vou  not  also  heard  that  the  debate  between  Mr. 
Potter,  of  the  CUncnfield,  and  Mr.  Finley  on  the  subject  took  the 
form,  on  the  part  of  Mr.  Potter,  of  justifying  the  establishment  at 
Charleston  of  facilities  which  should  be  private  in  their  ownership 
and  not  a  part  of  the  railroad  f aciHties  ? 
Mr.  Dulaney.  I  have  heard  that,  sir. 

Mr.  Thom.  And,  on  Mr.  Finley's  part,  that  the  facilities  which 
should  be  furnished  there  should  be  a  part  of  the  raUroad  facilities 
and  open  to  everybody  in  the  Southwestern  Virginia  fields  and  to 
all  the  pubUc? 

Mr.  Dulaney.  I  have  understood  that  to  be  true  since  the  6th 
of  June,  1913,  after  a  conference  we  had  when  you  were  present. 

Mr.  Thom.  You  mean  you  have  understood  it  since  tnat  time? 
You  do  not  mean  that  he  made  the  contention  only  since  that  time? 
Mr.  Dulaney.  I  mean  I  have  understood  since  that   time   that 
that  was  Mr.  Finley's  position. 

Mr.  Thom.  Now,  in  justice  to  Mr.  Potter,  I  think  it  should  be 
stated  here  that  he  said  he  would  expect  to  make  it  a  matter  of 
proper  contract  with  anybody  that  appUed,  but  he  left  it  subject 
to  the  power  of  controlling  the  matter  by  private  contract  with  any 
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applicant  for  facilities.  Mr.  Finley,  on  the  contrary,  as  I  under- 
stand it;  claimed  that  it  ought  to  be  a  ri^ht  of  anyboay  in  the  paUie 
to  have  have  the  use  of  those  facilities  just  as  they  would  have  the 
use  of  the  railroad. 

Mr.  DuLANEY.  I  understand  it — since  the  date  named. 

Mr.  Thom.  You  understand  it  since  the  date  named,  but  the 
debate  occurred  not  only  since,  but  before  that  date. 

Mr.  Lyon.  Are  you  testifying  to  that? 

Mr.  Douglas.  Do  you  make  that  statement  as  a  matter  of  fact? 

Mr.  Thom.  Yes. 

Mr.  Douglas.  Because  oiu*  information  is  exactly  the  contrary. 

Mr.  Thom.  I  was  trying  to  find  out  what  yoiu*  understanding  was. 

Mr.  DuLANEY.  I  would  like  to  explain  the  attitude  of  the  Clincnfield 
Co.  at  Charleston,  as  I  imderstand  it.  The  Cumberland  Corporation 
owns  all  the  stock  of  the  Clinchfield  Coal  Co.,  all  the  stock  of  the 
Ciinchfield  RaUroad,  and  all  the  stock  of  the  Holston  Corporation, 
which  is  the  company  which  proposes  to  build  docks  at  Charleston. 
The  Holston  Co.  is  a  private  corporation,  and  proposes,  first,  to  dock 
its  own  coal;  and  then,  if  later  it  finds  that  it  can  make  profitable 
arrangements  with  the  outside  dealers,  it  will  do  so,  but  that  is  to 
be  leit  open  as  a  matter  of  future  contract.  I  understand  also  that  the 
minimum  cost  to  the  outsider  is  to  be  22^  cents  for  the  use  of  that 
dock,  in  addition  to  the  rate  of  $1.40.  Comparing  that  condition 
with  the  existing  condition  at  Newport  News  and  Norfolk,  at  the 
two  latter  points,  the  rate,  as  I  understand  it,  is  $1.40,  and  the  cost 
of  the  use  of  the  pier  is  4^  cents.     Am  I  correct  in  that.  Col.  Thom? 

Mr.  Thom.  I  did  not  hear  your  statement. 

Mr.  DuT.ANEY.  Is  that  correct,  Mr.  Green  ? 

Mr.  Green.  I  understand  it  is  7. 

Mr.  RiXEY.  You  mean  the  tonnage  charged  at  Norfolk? 

Mr.  DuLANEY.  Yes. 

Mr.  RiXEY.  No,  sir;  those  charges  range  all  the  way  from  4 J  cents 
to  12  cents  a  ton,  depending  upon  the  character  of  the  vessel  that  is 
being  loaded,  and  whether  it  is  cargo  or  bunker  coal.  There  are 
only  a  very  few  vessels  that  take  the  4^  cent  rate.  Those  vessels  are 
those  which  are  known  as  **  self -trimmers."  They  are  specially 
constructed  vessels  which  do  not  require  the  trimmers  to  go  into 
the  hold  of  the  vessel  to  level  the  coal  until  the  vessel  is  within  about 
500  or  600  tons  of  completion  of  loading  of  cargo. 

Mr.  DuLANEY.  You  mean  of  complete  loading  ? 

Mr.  RiXEY.  Of  complete  loading;  yes,  sir.  There  are  very  few 
vessels  in  the  trade  that  take  the  4^-cent  rate.  They  are  known  as 
''self-trimmers.'' 

Mr.  Lyon.  You  might  state  in  that  connection,  to  get  the  record 
entirely  straight,  that  that  diflFerence  in  the  price  is  due  to  the  trim- 
ming and  not  due  to  the  dumping. 

Afi".  RiXEY.  It  is  due  to  the  trimming  and  not  due  to  the  dumping— 
that  is  right,  sir. 

Mr.  Lyon.  It  does  not  cost  any  more  to  dump  into  one  vessel  than 
another.  It  is  just  a  question  of  the  kind  of  vessel  that  comes  to 
the  pier. 

Mr.  Douglas.  What  do  you  mean  by  "trimming?" 

The  Chairman.  The  committee  understands  that. 
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Mr.  RiXEY.  I  might  add  that  for  schooners — the  ordinary  vessel 
in  which  cargo  coal  would  be  carried — the  charge  at  Lamberts  Point 
and,  I  think  at  Newport  News,  and  at  the  Virgmian  Piers  is  7  cents. 

Mr.  DuLANEY.  The  schooner  pays  the  expense  of  unloading  at 
destination,  does  it  not  ? 

Mr.  Reset.  I  do  not  know,  sir. 

Mr.  DiiLANEY.  That  is  a  fact.  Twenty-five  cents  is  allowed  at 
destination  by  the  schooner  traffic  for  unloading  out  of  its  regular 
rate. 

Mr.  RixEY.  I  think  that  would  depend  upon  the  charter  party,  but 
I  do  not  know. 

Mr.  Douglas.  You  were  stating  what  was  the  charge  of  the  Holston 
Corporation,  or  had  you  finished  ? 

Mr.  DuLANBY.  I  had  just  finished.  I  wanted  to  arrive  at  the 
ffiinimums. 

Senator  Poindexter.  You  have  arrived  at  that  now.  Let  us  go 
ahead. 

Mr.  DuLANEY.  I  am  waiting  for  somebody  to  ask  me  something. 

Mr.  Thom.  I  want  to  file  at  this  time  copies  of  the  correspondence 
between  Mr.  Finley  and  Mr.  Potter,  beginning  in  November,  1909, 
and  ending  with  Afr.  Finley  shortly  before  his  death  last  November, 
and  continued  by  Mr.  Harrison,  in  respect  to  these  facilities^  at 
Charleston. 

Mr.  Douglas.  Give  the  date  of  the  first  letter  and  the  last  one; 
1909  is  the  first  one  you  gave,  I  think. 

Mr.  Thom.  And  the  last  letter  to  Mr.  Harrison  is  March  24,  1914. 
I  call  attention  to  tHe  fact  that  on  April  25,  1913,  Mr.  Finley  used 
this  expression: 

As  I  explained  to  you  in  our  conference,  I  think  that  the  coal  dock  should  be  a  part 
of  the  transportation  facilities  of  the  carriers,  and  should  not  be  controlled  by  private 
ooal  companies.  I  hope  that  the  position  which  you  are  now  taking  does  not  mean  that 
you  contemplate  these  coal-handling  facilities  shall  not  be  open  on  equal  terms  to  all 
diippers  of  coal  brniging  that  traffic  over  the  lines  of  this  company  or  the  Virginia  & 
Soauwestem,  as  weU  as  to  the  shippers  of  coal  from  mines  located  on  the  C,  C.  &  0. 
Aa  this  matter  is  an  important  one,  I  hope  you  will  find  it  convenient  to  let  me  know 
definitely  at  an  early  date  what  is  to  be  the  attitude  of  your  company  with  respect 
to  the  proposed  development. 

That  is  immediately  following  a  good  deal  more  on  the  same  subject. 

Knally  they  split  on  that  question,  Mr.  Potter  reiterating  his  pur- 
pose not  to  exclude  anybody  from  these  coal  facilities,  but  to  be  ready 
to  make  contracts  with  them — or  reserving  the  right  to  make  con- 
tracts with  them;  Mr.  Finley  taking  the  position  that  it  was  a  trans- 
portation facility  which  should  be  open  to  all  the  pubUc. 

That  issue  having  come,  Mr.  Potter  has  already,  as  I  imderstand  it, 
made  contracts.  I  call  attention  to  the  fact  that  September  19, 
1913,  the  official  announcement  was  made  by  the  vice  president  and 
flecretary  to  Mr.  Finley  as  president  to  the  following  effect: 

The  board  of  directors,  at  a  meeting  held  to-day — 

That  is,  on  September  19,  1913— 

authorized  the  purchase  of  the  Magnolia  Cemetery  of  about  120  acres  of  land  with 
4,000  feet  of  river  front  at  Charleston,  S.  C,  for  the  development  of  coal-handling 
odlities,  at  the  estimated  cost  of  $100,000. 
Your  file  on  this  subject  is  returned  herewith. 


240  TBANSPOETATION  OF  COAL, 

And  to  this  memorandum : 

September  24,  1911.  Purcliase  of  property  at  Charlfeston,  S.  C.  In  a  confeience 
with  Vice  President  Spencer  I  authorizea  him  to  conclude  the  purchase  of  this  prop- 
erty, in  accordance  with  the  authority  of  the  board . 

Mr.  Douglas.  What  is  the  date  of  that  last? 
Mr.  Thom.  September  24,  1913.     I  ask  that  this  correspondence 
be  made  a  part  of  the  record. 
The  Chaibman.  Very  well. 
(The  correspondence  here  introduced  by  Mr.  Thom  is  as  foUows.) 

Carolina,  Clinchpield  &  Ohio  Railway, 

At  DanUj  Va.,  November  12th,  1909. 
Mr.  W.  W.  FiNLBY, 

President  Southern  Ry.  Co.,  Washington,  D.  C. 

My  Dear  Mr.  Finley:  You  will  recall  the  conversations  we  have  had  and  tentative 
appointments  we  have  made  for  the  consideration  of  the  question  as  to  railway  facili- 
ties between  Spartanburg  and  Charleston.  I  have  not  followed  up  the  plan  we  had  in 
mind  of  taking  this  matter  up  shortly  after  your  return  from  your  vacation,  because  I 
have  not  been  settled  in  my  own  mind  as  to  what  was  the  best  plan,  all  things  con- 
sidered, and  from  the  point  of  view  of  all  parties  interested.  In  lact,  the  situation  is 
not  yet  clear  to  me.  Wo  have,  however,  been  giving  a  lot  of  study  to  tihte  propodtioii 
with  a  view  to  working  out,  if  possible,  some  arrangement  that  would  accomplish 
our  C.  C.  <&  0.  plans,  and  at  the  same  time  something  that  would  benefit  our  railway 
neighbors  as  well. 

Mr.  Caples,  our  general  manager  and  chief  engineer,  has  been  studying  the  matter 
very  carefully  for  some  months,  and  in  this  connection  has  been  over  all  the  lines 
between  Spartanbiirg  and  Columbia,  getting  pretty  accurate  data  with  r^ard  thereto, 
including  information  as  to  their  present  conditions  and  as  to  what  will  be  required  to 
be  done  upon  them,  information  on  the  latter  point,  however,  being  only  in  the  nature 
of  preliminary  estimates  and,  of  course,  not  entirely  accurate. 

The  situation  as  it  appears  at  the  present  time  indicates  that  a  line,  probably  suffi- 
cient for  all  purposes,  can  be  gotten,  as  follows: 

Spartanburg  to  Columbia,  Southern  Railway's  present  line  without  revision,  except 
where  your  company  has  already  made  plans  for  the  elimination  of  the  2J&  graae 
southbound  through  the  city  of  Spartanburg,  and  with  moderate  expenditure  for 
ballast,  etc. 

Columbia  to  Congaree,  Southern  Railway's  present  line,  with  moderate  expenditure 
for  ballast  and  elevating  line  and  for  new  bridge  crossing  the  River  Congaree. 

New  construction  from  Congaree  to  Elloree. 

From  Elloree  to  Eutawville,  present  line  of  Atlantic  Coast  Line,  with  moderate  ex- 
penditure for  ballast,  straightening  of  bridges,  etc. 

Eutawville  to  Otranto  on  present  line  of  Atlantic  Coast  Line,  new  construction. 

From  Otranto  to  Charleston,  present  line  of  Atlantic  Coast  Line,  with  moderate  ex- 
penditure for  ballast,  etc. 

Mr.  Caples  estimates  that  the  reconstruction  which  I  have  mentioned,  ag^egating 
55  miles,  would  cost  not  to  exceed  $1,555,000.  The  improvements  to  existmg  lines 
would  cost  not  to  exceed  $570,000,  making  a  total  of  new  money  required  $2,125,000. 
Mr.  Caples  values  all  of  the  present  lines  to  be  used  at  $25,000  per  mile.  I  am  inclined 
to  think  that  this  valuation  is  excessive.  However,  adding  this  valuation  of  the  pres- 
ent lines  to  the  new  money  would  involve  an  expenditure  to  establish  the  Spartan- 
burg-Charleston line,  either  in  cash  or  present  railway  properties,  of  $3,550,000.  If  the 
line  between  Columbia  and  Charleston  were  to  be  owned  jointlv  by  the  Southern 
Railway,  Atlantic  Coast  Line,  and  the  Clinchfield  Railway  in  equal  shares,  the  invest- 
ment of  each  would  be  $1,183,334.  The  Clinchfield  would  be  required  to  pay  ita 
share  in  cash;  the  Southern  Railway  would  be  required  to  pay  $533,333,  the  excess 
above  the  valuation  of  the  line  it  would  contribute;  and  the  Atlantic  Coast  Line  would 
be  required  to  pay  $408,333,  the  excess  above  the  valuation  of  the  linent  would  con- 
tribute. 

I  wish  you  would  give  some  consideration  to  the  establishment  of  the  line  in  the 
manner  indicated.    Of  course,  if  the  lines  from  Columbia  to  Charleston  were  to  be  con- 
structed as  indicated  we  should  want  trackage  over  the  Southern  Railway  from  Spat- 
tanburg  to  Columbia.    My  idea  would  be  that  we  would  be  given  trackage,  we  to  pay  | 
half  the  interest  on  the  value  of  the  lines  and  that  the  cost  of  maintenance  and  opera- 
tion would  be  borne  on  a  wheelage  basis.    Below  Columbia  each  of  the  compaa^^^ 
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lid  pay  one-third  of  the  interest  on  the  value  of  the  line,  and  the  operation  and 
ntenance  would  be  borne  by  the  three  companies,  respectively,  on  a  wheelage 
is. 

should  be  glad  to  discuss  this  situation  with  you  at  any  time  at  your  convenience 
Yours,  very  truly. 

(Signed)  Mark  W.  Potter, CAaiman. 


24  Broad  Street, 
New  York  J  December  18th,  1909. 
W.  FiNLEY,  Esq., 
President  Southern  Railway  Company y 

ISOO  Pennsylvania  Avenue,  Washington,  D.  C, 

Y  Dear  Mr.  Finley:  I  hoped  to  have  an  opportunity  to  see  you  when  you  were 
few  York  this  week,  but  found  this  morning  that  you  nad  returned  to  Washington 
:erday  afternoon.  I  was  extremely  busy  all  day  yesterday  or  diould  have  made 
2ffort  to  see  you.  There  are  several  matters  that  I  think  we  might  profitably 
uss.  I  have  had  up  personally  with  the  Atlantic  Coast  Line  neonle  the  matter 
»utting  coal  into  Charleston  via  Spartanburg  on  the  basis  of  tne  rTorfolk  route, 
mished  them  data  such  as  I  fiumished  you  some  time  ago  and  yesterday  we  had 
inference  upon  the  subject,  the  result  of  which,  I  think,  indicates  that  we  will 
together.  In  fact,  the  Coast  Line  people  consented  to  give  us  75  cents  and  they 
i  50  cents  on  the  rate  of  $1.25  on  caigo  coal;  they  take  54  cents  and  give  us  81 
ts  on  bimker  coal  rate  of  $1.35;  and  they  take  88  cents  and  give  us  $1.17  on  the 
rleston  local  consumption  coal,  carrying  a  rate  of  $2.05.  These  proportions  are 
so  much  as  we  had  thought  we  were  entitled  to,  but  I  think  they  indicate  a  proba- 
by  of  our  being  able  to  get  together. 

ne  thing  that  developed  at  the  conference  surprised  me  and  caused  me  much 
et.  The  Coast  Line  people  were  all  of  the  opinion  that  in  view  of  the  fact  that 
rate  was  so  thin  and  that  certain  expenditures  would  have  to  be  made  to  handle 
business,  neither  the  Coast  Line  nor  the  Southern  Railwa}^  would  be  able  to 
die  the  Charleston  business  imless  all  of  the  Charleston  business  were  handled 
ihe  one  Une.  It  has  been  my  idea  and  hope  that  we  could  work  out  divisions  with 
Coast  Line  and  similar  divisions  with  the  Southern  Railway,  we  to  make  a  fair 
sion  of  our  business  between  the  two  lines.  If  it  is  not  possible  for  us  to  do  this, 
lall  be  very  much  disappointed.  I  wish  you  would  think  the  matter  over  and 
me  know  how  you  feel  about  the  situation.  If  the  opportunity  presents  itself, 
>pe  you  will  discuss  it  with  Mr.  Walters. 
I  ours,  very  truly, 

(Signed)  Mark  W.  Potter,  Chairman. 

F. 
ictated  by  Mr.  Potter.    Signed  in  his  absence. 


New  York,  December  tl,  1909. 

Y  Dear  Mr.  Emerson:  Referring  to  previous  correspondence  in  regard  to  the 
rtanburg-Charleston  situation,  I  inclose  so  much  of  Mr.  Potter's  letter  of  the  2d 
ant  as  refers  to  this  situation,  and  also  a  copy  of  my  letter  to  him  of  this  date, 
ould  you  arrange  to  be  present  at  a  conference  in  Washington  on  the  28th  instant, 
ly  suggestion  is  agreeable  to  Mr.  Potter?  Will  you  kindly  wire  me  on  receipt  of 
? 

Yours,  truly, 

(Signed)  W.  W.  Finley,  President. 

[r.  T.  M.  Emerson, 

President  Atlantic  Coast  Line,  Wilmington,  N.  C. 

)opy  to  A.  B.  A.,  J.  M.  C,  C.  H.  A.,  H.  B.  S,,  F.  H.,  with  copy  Mr.  Potter's  letter 
I  inclosure. 

W,  W.  F. 
54245— No.  1—14 16 
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New  York,  December  £9, 1909. 
W.  W.  FiNLBY,  Esq., 

President  Soutnem  Railway  Company y    Waskingtan,  D.  C. 

Mt  Dear  Mb.  Finlet:  There  is  just  one  additional  thought  that  I  want  to  lay 
before  you,  suggested,  perhaps,  by  your  remark  that  you  felt  that  the  future  would 
be  likely  to  show  a  decrea^  of  your  coal  tonnage  rather  than  an  increase,  and  that  is 
this:  I  believe  that  the  coal  nunes  of  the  United  States,  and  particularly  the  mines 
of  southwest  Vir^^nia,  which  have  coals  that  will  stand  shipment  and  storing  through 
and  in  the  Tropics,  should  participate  more  and  more  in  the  coal  trade  of  Mexico. 
Panama,  West  indies,  and  South  America.  You  are  one  of  the  leaders  in  the  advanced 
thought  that  must  result  in  an  increase  of  our  commerce  with  those  countries  and  the 
improvement  of  the  transit  facilities  between  them.  The  mines  mentioned  should 
also  do  an  extensive  business  through  Gralveston  and  Texas  City,  and  after  the  open- 
ing of  the  Panama  Canal  thev  should  put  a  large  tonnage  onto  our  Pacific  coast.  Our 
people  are  going  to  do  considerable  to  develop  these  markets  and  push  tonnage  along 
the  lines  suggested.  Anything  of  this  sort  that  is  done  must  inure  to  the  benefit  m 
the  operators  served  by  the  V.  &  S.  W.  and  broaden  their  market.  I  do  not  believe 
that  the  year  1910  will  show  any  lessening  in  your  coal  tonni^  from  your  Morristo^m- 
Spartanburg  line.  It  may  well  be  that  the  tonnage  reached  by  the  Clinchfield  rails 
alone  will  not  be  sufficient  to  hold  their  present  business  in  the  Carolinas  and  to  fur- 
nish the  coal  necessary  to  meet  the  demands  through  Charleston.  I  can  see,  there- 
fore, the  possibility  that  a  large  part  of  the  Clinchfield  tonnage  will  be  delivered  at 
Charleston,  and  that  one  effect  of  this  might  be  to  improve  the  Carolina  market 
The  arrangement  which  I  have  suggested  to  you  would  enable  us  both  to  push  the 
foreign  market  without  sacrifice  of  revenues  on  Carolina  business.  If  we  were  to  re- 
ceive tonnage  from  the  V.  &  S.  W.  for  Carolina  consumption,  the  result  might  be  to 
enable  us  to  put  tonnage  through  Charleston  which  during  the  next  year  or  two  might 
have  to  be  held  for  the  Carolina  market,  unless,  as  a  result  of  a  close  relation  between 
the  Clinchfield  and  V.  &  S.  W.,  we  could  get  coal  to  enable  us  to  participate  in  the 
more  lucrative  Carolina  business.  I  am  sure  that  the  arrangement  which  I  have 
Bug|;ested  to  you  would  be  beneficial  to  both  of  us,  and,  inasmuch  as  it  can  be  given 
a  tnal  very  readily,  I  can  conceive  of  no  possible  reason  for  not  trying  the  experiment 
Yours,  very  truly, 

(Signed)  Mark  W.  Potter,  Chairman. 


24  Broad  Street, 
New  York,  February  S,  1910. 
W.  W.  FiNLEY,  Esq., 

President  Soutnern  Railway  Company,  Washington,  D.  C. 

Dear  Mr.  Finley:  I  have  been  trying  to  get  time  to  prepare  the  memorandum 
contract  I  promised  to  prepare  when  I  saw  you  in  Washington,  embodying  our  unde^ 
standing  respecting  the  proposed  tariff  to  Charleston  and  the  divisions  of  the  rate, 
but  it  has  been  impossible  for  me  to  get  at  it,  and  I  find  I  must  go  Soutii  to-night 
and  shall  not  be  back  before  Tuesday  morning.  I  am  therefore  vmting  to  you  to 
confirm  the  imderstanding  which  we  arrived  at  in  Washington  in  order  that  my 
letter,  with  your  acknowledgment,  may  be  a  record  of  the  arrangement,  pending  the 
preparation  of  a  formal  contract,  in  case,  for  any  reason,  we  should  feel  that  we  ougjit 
to  have  a  formal  contract.  Perhaps  there  wiH  be  no  necessity  for  a  formal  contract 
and  that  all  we  need  do  at  any  time  is  to  treat  the  matter  as  something  in  the  ordinaiy 
course  of  business,  involving  the  division  of  a  through  rate. 
My  understanding  of  the  arrangement  we  agreed  upon  is  as  follows: 
The  Carolina,  Clinchfield  &  Ohio  Railway  of  Virginia  and  the  Carolina,  Clinch- 
field  and  Ohio  Railway  of  South  Carolina,  and  the  Southern  Railway,  agree  to  put 
into  effect  and  maintain  joint  rates  for  the  transporation  of  coal  over  the  line  of  the 
Virginia  company  to  the  North  Carolina-South  Carolina  State  line  and  over  the  line 
of  the  South  Carolina  company  to  Spartanburg,  and  thence  over  the  line  of  the  South- 
em  to  Charleston.  These  rates  are  to  be  put  in  from  Dante,  Russell  County,  Virginia, 
reached  over  Clinchfield  rails,  and  from  a  station  on  the  line  that  is  now  being  con- 
structed north  from  Kiser  along  Dumps  Creek  into  what  is  referred  to  as  the  Dumps 
Creek  coal  field,  the  Clinchfield  Railway  having  a  trackage  arrangement  with  the 
Norfolk  &  Western  between  St.  Paul  and  Kiser.  The  Clinchfield  is  also  to  have  the 
right  to  publish  rates  from  Cranes  Nest  and  Toms  Creek  and  otiier  points  between 
St.  Paul  and  Norton,  which,  under  present  arrangements,  have  available  to  them  the 
Clinchfield  route.     I  am  not  certain  that  either  you  or  I  will  feel  that  we  want  to 
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mt  in  the  Charleston  rate  from  points  west  of  St.  Paul,  but  in  case  we  find  it  desirable 

0  do  80  the  Clinchfield  is  to  have  the  right  to  do  this. 
The  joint  rates  are  to  be  as  follows: 

To  Charleston  proper  and  for  barge  delivery  in  harbor  to  local  industries,  $2.05  per 

hm  of  2,000  pounds. 
To  Charleston  for  bunk»  purposes,  including  dumpage  to  barge  or  vessel,  $1.50  per 

tad  of  2,240  pounds. 
To  Charleston  for  United  States  Government  (if  delivered  to  barge  or  vessel  will 

indude  dumpage),  $1.40  per  ton  of  2,240  poimds. 
To  Charleston  when  for  coastwise  or  export  movement,  $1.40  per  ton  of  2,240  pounds. 
The  above  language  is  that  used  in  the  tariffs  to  Chesapeake  Bay  points. 
Except  the  rate  to  Charleston  proper  and  for  barge  delivery  in  harbor  to  local  indus- 
tries, Bp.  arbitrary  of  ten  cents  (10  cents)  is  to  be  ^ven  to  the  C.  C.  &  0.  of  Va.  for 
•Bifflnbling  the  coal,  four  cents  (4  cents)  is  to  be  paid  for  the  terminal  service  pertain- 
ing to  Ihe  coal  at  Charleston,  and  the  balance  of  the  joint  rates  above  mentioned  is  to 
be  divided  in  the  proportions  of  47  per  cent  to  the  Southern  Railway  and  53  per  cent 
to  the  C.  C.  &  O.  of  Va.  and  the  C.  C.  &  0.  of  S.  C. 

The  rate  on  coal  to  Charleston  proper  and  for  barge  delivery  in  harbor  to  local 
industries  is  to  be  divided  on  the  basis  of  47  per  cent  to  the  Southern  and  53  per  cent 
to  the  other  two  companies,  there  being  no  arbitrary  deduction  for  assembling  or 
tonninal  charges  on  this  class  of  business. 

'  Settlements  in  accordance  with  this  understanding,  I  presume,  should  be  made 
between  the  Southern  and  its  connecting  line  and  the  C.  C.  &  0.  of  S.  C. 

;    I  have  not  as  yet  had  a  chance  to  form  a  final  opinion  as  to  exactly  how  the  terminal 

,  mice  should  be  handled.    I  want  to  discuss  this  with  Mr.  Harrison.    I  presume  we 

;  fill  have  to  form  a  terminal  company  there.  In  any  event,  of  course,  it  is  under- 
itood  between  us  that  the  Southern  Kailway  is  under  no  obligation  to  establish  or 
fomidi  any  coaling  facilities  at  Charleston  and  is  under  no  obligation  to  concur  in 

1  flje  publication  of  tariffs  imtil  facilities  are  provided  at  Charleston  for  the  delivery  of 
coal  to  ships,  barges,  or  lighters  at  that  port^  and  until  such  facilities  are  available  for 
tile  traffic  under  consideration.  It  is  also  distinctly  imderstood  that  the  obligation  on 
flie  part  of  the  Southern  Railway  respecting  delivery  of  coal  at  Charleston  shall  be 
performed  as  and  when  it  delivers  the  coal  to  the  rails  of  such  terminal  or  other  com- 
IMmy  as  shall  furnish  the  terminal  facilities. 

The  two  Clinchfield  railways  and  the  Southern  Railway  are  to  promptly  take 
wch  steps  as  may  be  necessary  respecting  the  publication  of  tariffs  containing  the 
.  ntes  above  mentioned,  so  that  they  may  be  put  into  effect  as  soon  as  facilities  are 
;  provided. 

The  arrangement  and  divisions  agreed  upon  are  to  remain  in  effect  for  the  period 
d  three  years  from,  say,  February  1,  1910.  In  case  Chesapeake  Bay  rate  is  lowered, 
the  GUnchfield  railways  and  the  Southern  Railway  are  to  meet  the  prevailing  rate 
to  Chesapeake  Bay  ports  and  divide  it  on  the  same  basis  as  the  present  rate  is  divided, 
unless  aU  of  the  parties  agree  that  it  is  not  desirable  to  meet  me  Norfolk  rate.  This 
understanding,  of  course,  applies  only  to  those  classes  of  business  upon  which  we 
tie  now  meeting  the  Norfolk  rate. 

Mr.  Harrison  was  anxious  to  know  as  soon  as  possible  when  we  would  have  our 
^ftdUties  ready.  I  am  working  on  this  matter  and  pressing  it  very  hard.  On  Wed- 
nesday, of  next  week,  I  hope  to  have  a  meeting  of  our  people  in  New  York  and 
definitely  decide  upon  some  of  our  plans.  Of  course,  before  going  ahead  and  incurring 
obligations  respecting  the  establishment  of  Charleston  facilities  and  of  transportation 
Acuities  beyond  Charleston  I  want  to  be  sure  that  we  have  a  definite  understanding. 
I  will,  therefore,  appreciate  it  if  you  will  try  to  let  me  have  a  letter  in  New  York  not 
later  than  Tuesday  next  confirming  the  arrangement  outlined  above. 
Yours,  very  truly, 

(Signed)  Mark  W.  Potter,  Chairman. 


February  5, 1910. 
Mr.  Mark  W.  Potter, 

Chairman  Carolina y  Vlinchfield  <fc  Ohio  Railway, 

24  Broad  Street,  New  York. 

Mr  Dear  Mr.  Potter:  Your  favor ^of  the  3d  instant  is  received. 

It  is  entirely  agreeable  to  me  that  the  exchange  of  letters  between  us  covering 
the  conclusions  as  reached  by  us  in  Washington  on  the  Slst  ultimo  shall  be  sufficient 
uid  render  unnecessary  the  execution  of  formal  contract. 
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My  understanding  of  the  conclusions  reached  is  as  follows: 

That  the  Carolina,  Clinchfield  &  Ohio  Railway  and  the  Southern  Railway  wiU 
adopt  and  put  into  effect  joint  rates  for  the  transportation  of  coal  from  Dante  and 
from  a  station  to  be  established  in  the  Dumps  Creek  coal  field  to  Charleston,  S.  C, 
via  the  Carolina,  Clinchfield  &  Ohio  Railway  to  Spartanburg  and  the  SouUi^m  Raii- 
way  from  Spartanburg  to  Charleston  on  the  following  basis: 

To  Charleston  proper,  $2 .05  per  ton  of  2 ,000  pounds.  (Whether  the  rate  shall  include 
the  expense  of  barge  delivery  in  the  harbor  to  local  industries  is  a  matter  to  be  dete^ 
mined  from  time  to  time  on  its  merits.) 

To  Charleston  for  bunker  purposes,  including  dumpage  to  barge  or  vessel,  |1.50 
per  ton  of  2,240  pounds. 

To  Charleston  for  United  States  Government,  when  loaded  on  vessels  or  bargesj 
the  rate  to  include  dumpage  to  barge  or  vessel,  11.40  per  ton  of  2,240  poundjB.  The 
rate  of  $1.40  should  not  be  applied  to  coal  delivered  to  the  navy  yard  or  to  the  Gov- 
ernment for  other  consumption  within  the  city  of  Charleston,  such  coal  to  be  subject 
to  the  Charleston  proper  rate,  viz,  $2.50  per  ton  of  2,000  pounds. 

To  Charleston  wnen  for  coastwise  or  export  movement  $1.40  per  ton  of  2,240  pounds. 

The  rates  hereinbefore  mentioned  are  to  be  divided:  Fifty-three  per  cent  to  thd 
Carolina,  Clinchfield  &  Ohio  Railway,  and  forty-seven  per  cent  to  the  Southern  Rail- 
way; provided,  however,  that  on  coal  for  bunker  purposes,  or  for  the  United  States 
Government  (for  delivery  to  barge  or  vessel)  or  for  coastwise  or  export  movement,  & 
deduction  of  ten  cents  per  ton  snail  be  made  from  the  through  rate  before  dividing, 
and  be  given  to  the  Carolina,  Clinchfield  &  Ohio  Railway  for  assembling  the  coal,  and 
a  further  deduction  of  four  cents  per  ton  shall  be  made  before  dividing  for  the  terminal 
service  pertaining  to  the  coal  mentioned  in  Charleston. 

The  rates  to  ChSrleston  on  coal  for  bunker  purposes,  or  for  the  United  States  Govern- 
ment (for  delivery  to  barge  or  vessel)  or  for  coastwise  or  export  movement,  being  made 
in  relation  to  the  rates  to  Newport  News  and  Norfolk,  due  regard  shall  be  had  in  the 
establishment  of  said  rates  to  the  provisions  of  the  tariffs  applying  to  Newport  News 
and  Norfolk  regarding  terminal  charges  i'l  respect  to  the  delivery  of  coal  into  bunkers' 
space  in  ships,  alongside  vessels  in  the  stream,  within  and  without  lighterage  limits, 
etc.  The  Cnarleston  proper  rate  not  being  made  in  direct  relation  to  the  rate  to 
Newport  News  or  Norfolk,  ^ould  be  subject  to  readjustment  from  time  to  time  on  its 
merits. 

The  Southern  Railway  is  willing  that  rates  from  Cranes  Nest  Toms  Creek  and 
other  points  between  St.  Paul  and  Norton  shall  be  published  on  the  same  basis  of 
totals  and  divisions  as  between  the  Carolina,  Clinchfield  &  Ohio  Railway  and  the 
Southern  Railway  as  from  Dante  and  Dumps  Creek. 

It  is  further  understood  that  the  rates  effective  from  points  on  the  Carolina,  Clinch- 
field  &  Ohio  Railway,  namely,  Dante  and  Dumps  Creek,  on  coal  for  bunker  purposes^ 
for  the  United  States  Government  (for  delivery  to  barge  or  vessel)  and  for  coastwise : 
and  export  movement,  shall  applv  also  to  coal  for  similar  destinations  from  mines 
on  the  Virginia  &  Southwestern  Railway,  including  the  Black  Mountain  Railroad; 
said  coal  to  be  routed  via  Virginia  &  Southwestern  Railway  to  Speers  Ferry,  Carolinft, 
Clinchfield  &  Ohio  Railway  to  Spartanburg,  and  Southern  Railway  thence  to 
Charleston. 

The  terminal  facilities  to  be  provided  by  the  Carolina,  Clinchfield  &  Ohio  Railway 
at  Charleston  shall  be  open  to  said  coal  from  the  Virginia  &  Southwestern  Railway. 
The  same  terminal  allowance  at  Charleston  to  be  deducted  from  the  rate  applying  to 
coal  from  operations  on  the  Vimnia  &  Southwestern  Railway,  including  Black  Moun- 
tain Railroad,  as  deducted  at  Charleston  for  coal  from  the  operations  on  the  Carolina, 
Clinchfield  &  Ohio  Railway,  namelv,  four  cents  per  ton,  the  divisions  of  the  remaindef 
of  the  rate  on  coal  from  Virginia  &  Southwestern  Railway  to  be  arranged  by  agree- 
ment between  the  Virginia  &  Southwestern  Railway,  the  Carolina,  Clinchfield  A 
Ohio  Railway,  and  the  Southern  Railway.  Cars  for  the  said  coal  from  Virginia  A 
Southwestern  Railway  to  Charleston  to  be  furnished  by  the  Carolina,  Clincfifield  A 
Ohio  Railway. 

The  method  of  freight  settlements  to  be  agreed  on  later. 

My  understanding  is  the  same  as  yours,  that  the  Southern  Railway  is  under  no  obliga- 
tion to  establish  or  furnish  any  coaling  facilities  at  Charleston,  and  is  under  no  ooli* 
gation  to  concur  in  the  publication  of  tariffs  until  facilities  are  provided  at  Charlestop 
for  the  delivery  of  coal  to  ships,  barges,  or  lighters  at  that  port,  and  until  such  fodli- 
ties  are  available  for  the  traffic  under  consideration,  and  that  the  obligation  on  the 
part  of  the  Southern  Railway  respecting  delivery  oi  coal  at  Charleston  shall  be  per-  \ 
formed  as  and  when  it  delivers  the  coal  to  the  rails  of  such  terminal  or  other  company . 
as  shall  furnish  the  terminal  facilities.     Also  that  the  Carolina,  Clinchfield  &  Ohw 
Railway,  the  Southern  Railway,  and  the  Virginia  &  Southwestern  Railway  are  tO 
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promptly  take  such  steps  as  may  be  necessary  respecting  the  publication  of  tariffs 
oonceming  rates  as  above  mentioned,  so  that  they  may  be  put  into  effect  as  soon  as 
'iKilitLes  are  provided. 

''■  The  arrangement  and  the  divisions  agreed  upon  to  remain  in  effect  for  three  years 
from  February  1,  1910  (subject  to  the  results  of  tne  litigation  mentioned  in  our  confer- 
ence), and,  in  case  the  rates  from  the  Norfolk  &  Western  Railway  and  Chesapeake  & 
OMo  Railway  on  coal  to  Norfolk  or  Newport  News  for  bunker  purposes,  or  for  the 
United  States  Government  when  delivered  to  bar^  or  vessel,  or  for  coastwise  or 
export  movement^  are  reduced  or  advanced,  the  Carolina,  Clinchneld  &  Ohio  Railway, 
fte  Southern  Railway,  and  the  Virginia  &  Southwestern  Railway  are  to  adopt  the 
nme  rates  to  Charleston  and  divide  on  the  same  basis  as  stated  in  this  communication, 
mtesB  it  should  be  agreed  by  all  the  parties  that  it  is  not  desirable  to  meet  the  Norfolk 
CI  Newport  News  rate. 

I  note  it  is  your  purpose  to  discuss  with  Mr.  Harrison  the  manner  m  which  the 
tenninal  service  should  be  handled  and  that  your  idea  is  that  a  terminal  company 
ihould  be  formed  for  this  purpose.    I  have  no  doubt  that  you  will  arrange  to  handle 
^  matter  in  the  most  effective  way. 
Yours,  truly, 

(Signed)  W.  W.  Finley,  President. 

Copy  to  J.  M.  C,  F.  H.,  L.  G.,.J.  H.  M.,  with  copy  of  Mr.  Potter's  letter. 

W.  W.  F. 


Carolina,  Clinchfield  &  Ohio  Railway, 

On  Southern  Railway  Train  26, 

February  9,  1910. 
Mr.  W.  W.  Finley, 

President  Southern  Railway  Company,  Washington^  D.  C. 

My  Dear  Mr.  Finley:  Your  letter  of  the  5th  instant  reached  me  in  Johnson  City 
list  night. 

Your  letter,  in  so  far  as  it  deals  with  the  actual  understanding  respecting  the  Charles- 
ton matter,  seems  to  correctly  state  our  arrangement,  but  it  covers  matters  which 
were  not  agreed  ujwn  in  our  conference.  We  must  not  endeavor  at  the  present  time 
to  make  the  Virginia  &  Southwestern  Railway  or  the  Black  Mountain  Railroad  a 
party  to  the  present  arrangement.  They  have  not  been  parties  to  it  at  any  time 
kretofore,  and  any  attempt  toinake  them  parties  to  the  arrangement  at  the  present 
time  would  raise  questions  which  we  have  not  as  yet  considered,  much  less  agreed 
ipon,  and  a  consideration  of  which  at  this  time  would  delay  and  possibly  defeat  the 
mL  understanding  we  have  arrived  at.  You  will  agree  with  me  in  this,  if  you  will 
ttcall  for  a  moment  the  circumstances  under  which  we  have  proceeded  to  our  present 
position.  The  Clinchfield  Railroad  desired  to  arrange  for  the  movement  of  busi- 
ness from  points  on  its  line  to  Charleston,  that  business  being  taken  by  the  Charles- 
ton &  Western  Carolina^  or  the  Southern,  or  both,  at  Spartanburg.  We  went  so  fcir 
18  to  receive  a  proposition  from  the  Atlantic  Coast  Line.  The  Atlantic  Coast  Line 
pioposition  made  no  mention  respecting  the  Virginia  &  Southwestern  or  Black  Moun- 
tain Railroad.  As  a  result  of  our  New  York  conference,  the  Southern  Railway 
** stepped  into  the  shoes'*  of  the  Coast  Line,  and  nothing  more.  When  we  met  in 
Wuinington  some  days  since  we  proceeded  with  the  working  out  of  details  for  this 
amungement,  and  we  agreed  upon  divisions,  etc.,  respecting  the  business  originated 
by  the  Clinchfield.  After  we  had  arrived  at  our  agreement  you  said  that  you  thought, 
perhaps,  the  Virginia  &  Southwestern  Railway  would  like  to  put  in  rates  to  Charles- 
ton  with  us,  and,  in  substance,  asked  me  how  I  would  feel  regarding  that  matter.  I 
pcinted  out  to  you  that  we  had  always  desired  to  establidi  relations  with  the  Virginia 
4  Southwestern,  and  that  we  would  like  to  handle  their  coal.  I  said  further  that  I 
■aw  no  reason  why  an  arrangement  should  not  be  worked  out  to  enable  the  Virginia 
4  Southwestern  operators  to  participate  in  this  Charleston  business.  I  told  you  that 
I  thought  the  plans  we  had  under  way  respecting  transportation  facilities  from  Charles- 
ton would  broaden  the  market  which  inured  to  the  benefit  of  ^e  Virginia  &  South- 
western operators.  At  the  same  time,  I  pointed  out  to  you  that  we  could  not  handle 
the  business  from  Speers  Ferry  for  less  than  that  receivea  for  the  business  from  Dante, 
but  I  said  to  you  that  if  our  revenue  could  be  preserved  I  saw  no  reason  why  the 
irrangement  snould  not  be  worked  out. 

I  mentioned  further  the  matter  of  equipment,  and  spoke  of  the  fact  that  the  Dante 
coal  would  be  moved  in  our  50-ton  steel  cars,  with  steel  wheels,  in  which  we  are  loading, 
u>Droximately,  60  tons  of  coal,  and  which  could  not  be  done  with  Southern  or  Virgima 
a  Southwestern  equipment.  I  then  suggested,  however,  that  perhaps  an  arrange- 
ment could  be  worked  out  whereby  our  equipment  could  be  used  in  this  service,  and 


246  TBiUirSPOBTATIOK  OW  GOAL. 

said  that  the  matter  of  an  arrangement  between  the  Clinchfield  and  Virginia  &  Sout 
western  should  be  referred  to  the  transportation  and  traffic  people  of  both  lines  to  a 
what  kind  of  an  arrangement  could  be  worked  out.  You  approved  of  this  suggestioi 
but  said  that  you  wished,  first,  to  speak  to  Mr.  McCue  on  the  subject.  M  abm 
this  point  the  matter  dropped.  There  was  no  arrangement  whatsoever  worked  oc 
between  the  Clinchfield  and  Virginia  &  Southwestern.  I  merely  gave  ^ou  my  asBm 
ances,  which  I  now  repeat,  that  we  would  be  glad  to  work  with  the  Virginia  &  Soutii 
western  on  a  fair  and  equitable  basis,  and  that  I  believe  an  attractive  arrangement  ft 
both  could  be  worked  out  through  the  ordinary  cluuinels. 

I  am  sure  that  if  you  will  give  a  little  thought  to  the  situation  you  will  recall  the  facli 
exactly  as  I  state,  particulsu'ly  the  fact  that  in  so  fisir  as  we  made  anv  agreement,  it  vm 
merel^r  an  agreement  substituting  the  Southern  Railway  into  the  position  of  ^ 
Atlantic  Coast  Line,  and  involving  the  same  traffic  that  would  have  been  luuidled' 
had  the  arrangement  with  the  Atlantic  Coast  Line  gone  through. 

I  am  wiUin^  and  anxious  to  have  our  people  take  up  the  matter  of  establishing  ntes; 
with  the  Virginia  &  Southwestern  on  Charleston  business,  and  on  any  and  alfothed 
classes  of  business,  and  if  arrangements  can  not  be  worked  out  through  the  ordinarxj 
channels,  I  will  be  glad  to  take  the  matter  up  with  you  at  any  time.  I  will  go  moit; 
than  half  way  on  any  question  of  fairness.  It  is  obvious  that  there  are  oueetioni; 
respecthig  tlie  handling  of  business  from  the  Virginia  &  Southwestern  whici  do  no^ 
arise  respecting  the  handling  of  business  from  Clmchfield  territory.  You  appreciatij 
that  the  lowest  operating  cost  upon  any  part  of  our  line  is  between  Dante  aua  Spee» 
Ferry.  In  fact,  over  the  entire  distance,  except  the  last  ten  miles,  the  grade  is  in  favor 
of  southbound  traffic,  and  for  the  last  ten  miles  even  the  grade  is  only  fourteen  feet  to 
the  mile.  We  will  make  a  greater  profit  on  handling  business  over  this  mileage  thaa 
over  any  of  our  other  mileage;  and,  in  fact,  the  profit  on  this  mileage  may  be  needed 
to  make  up  the  loss  on  other  mileage.  You  will  appreciate,  therefore,  why  we  caa 
not  handle  business  from  Speers  Ferry  for  less  than  we  receive  from  Dante,  taking  into 
consideration  that  Speers  Ferry  business  would  have  to  be  picked  up  at  that  point,  and 
probably  be  handlea  by  crews  which  would  have  to  be  sent  from  our  Erwin  terminaL 
There  would  also  be  involved  an  expenditure  to  be  borne  by  some  one  for  additional 
interchange  facilities. 

I  note  that  in  speaking  of  the  rates  in  which  the  Virginia  &  Southwestern  is  to 
join  you  exclude  the  traffic  consisting  of  Charleston  local.  Such  an  agreement  I  am 
sure  you  will  agree  would  be  quite  unfair.  I  can  not  conceive  of  the  Virginia  & 
Southwestern  Railway  coming  to  us  with  the  request  that  we  join  in  handling  the 
export,  coastwise,  and  bunker  business,  which  carries  a  rate  so  tnin  as  to  showhttle, 
if  any,  profit,  and  at  the  same  time  expect  to  turn  over  to  another  line  all  of  the  local 
business  which  carries  a  higher  rate.  In  all  of  our  calculations  respecting  Charlestoi 
business  we  have  relied  upon  the  local  business  to  give  us  an  average  rate  somewha 
higher  than  the  lowest  rates. 

You  speak  further  that  the  facilities  to  be  furnished  by  the  Clinchfield  road  a 
Charleston  are  to  be  available  for  coal  of  the  Virginia  &  Southwestern.  As  a  matte: 
of  fact  the  Clinchfield  wQl  not  have  terminal  facilities  at  Charleston  and  can  no 
guarantee  to  the  Virginia  &  Southwestern  Railway  the  use  of  fac'dities  at  that  point 
The  matter  as  to  how  coal  will  be  handled  is  still  to  be  worked  out  by  me.    It  ma] 

{)ossibly  be  that  in  handling  business  at  4  cents  at  Charleston  there  will  be  an  actua 
OSS,  and  I  might  make  an  arrangement  in  some  way  to  have  this  loss  absorbed  b] 
the  people  interested  in  the  movement  of  business  from  the  Clinchfield  territory,  an( 
I  should  not  want  to  be  under  a  positive  agreement  to  open  the  facilities  to  othe 
people,  as  it  might  mean  a  loss  to  us. 

Tnis  brings  me  to  a  matter  which  I  must  call  your  attention  to:  Our  arrangemen 
with  the  Atlantic  Coast  Line,  which  you  are  to  take  over,  dealt  with  net  tons  in  speak 
ing  of  the  assembling  and  terminal  charges.  In  expressing  our  arrangement  to  con 
form  to  the  language  at  Norfolk  we  used  gross  tons.  We  must  make  a  proper  adjust 
ment  respecting  the  assembling  and  terminal  charges,  so  as  to  keep  these  charges  oi 
a  net-ton  basis. 

I  am  siure  that  we  will  do  any  and  everything  that  is  fair,  and  we  will  do  all  in  oui 
power  to  encourage  the  movement  of  all  the  business  we  can  get,  but  we  must  no" 
enter  into  any  agreement  which  might  require  us  to  do  something  that  would  not  b 
fair  to  us. 

Perhaps  I  should  not  go  into  these  matters  at  the  present  time,  but  merely  ask  ths 
our  original  understanding  be  carried  out,  and  that  arrangements  involving  the  V 
ginia  &  Southwestern  be  discussed  later,  but  I  wish  to  deal  with  you  in  absohi 
frankness  in  this  whole  matter. 

I  do  not  see  how  we  could  enter  into  an  agreement  involving  the  Virginia  &  Soi*- 
western  Railway  and  the  Black  Mountain  Railroad  until  the  divisions  are  worked  o 
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If  the  Southern  Railway,  Clinchfield  road,  and  Virginia  &  Southwestern  entered  into 
an  agreement  as  you  aflk,  merely  providing  for  the  putting  in  of  rates  to  Charleston, 
without  any  imderstanding  as  to  divisions,  when  we  came  to  working  on  divisions, 
the  only  question  would  be  as  to  what  would  be  the  fair  divisions  between  the  three 
lines.  That  question  would  seem  to  be  determined  by  mileage  and  physical  condi- 
tions. It  might  result  that  the  consideration  of  the  question  of  mileage  and  physical 
conditions  would  suggest  divisions  so  thin  as  to  make  it  unprofitable  to  the  Clinch- 
field,  and  yet  we  would  have  no  recourse  on  the  score  of  fairness  provided  we  had 
agreed  beforehand  as  a  separate  arrangement  to  put  in  certain  named  rates.  With  us, 
it  would  not  be  a  question  as  to  what  would  be  a  fair  division  of  the  rates  agreed  upon, 
but  the  question  as  to  whether  the  division  offered  to  us  was  profitable.  The  case 
would  be  very  different  respecting  the  plan  you  suggest,  so  far  as  the  Southern  and 
Viiginia  &  Southwestern  are  concerned.  They  could  join  us  in  a  loss  on  the  business 
that  you  wish  to  put  in  rates  for  with  us,  but  more  than  recover  this  from  the  profit 
they  would  make  in  handling  the  higher  rate  business  which  your  plan  suggests  be 
diverted  from  us.  I  am  sure  that  when  we  come  to  the  point  of  discussing  arrange- 
ments with  the  Virginia  &  Southwestern  you  will  not  ask  us  for  an  arrangement  so 
obviously  unfair. 

Take,  also,  the  matter  of  equipment:  I  mention  to  you  that  I  thought  we  could 
work  out  an  arrangement  whereby  business  could  be  handled  in  our  equipment.  I 
beHeve  that  is  true,  but  the  Clinchfield  railway  can  not,  of  course,  enter  into  an 
agreement  obli^ting  it  to  furnish  what  equipment  the  Virginia  &  Southwestern  Rail- 
way may  use  in  Charleston  business  for  a  period  of  three  years,  particularly  on  the 
class  of  business  which  might  be  unprofitable  to  us. 

Again,  as  to  the  matter  of  divisions:  I  did  not  see  how  the  Southern  and  Virginia  & 
Soumwestem  could  afford  to  ^ve  us  the  division  we  receive  from  Dante.  I  have  had 
in  mind,  however,  the  possibility  that  arrangements  might  be  worked  out  whereby  we 
could  afford  to  accept  a  smaller  division  on  me  Charleston  business,  provided  the  Vir- 
ginia &  Southwestern  would  give  us  certain  tonnage  for  Carolina  domestic,  which 
would  allow  us  a  higher  average  rate  to  Spartanburg,  that  would  make  the  business,  as 
a  whole,  attractive. 

I  speak  of  these  matters  merely  to  point  out  to  you  that  there  are  all  sorts  of  ques- 
tions that  arise  respecting  this  Virginia  &  Southwestern  arrangement  which  we  have 
never  discussed  and  which  we  could  not  undertake  to  solve  as  a  part  of  the  arrangement 
already  worked  out,  without  delaying  the  carrying  out  of  that  arrangement  or 
possibly  def earing  its  purpose. 

I  must  ask  you,  therefore,  to  abandon  for  the  moment  the  Virginia  &  Southwestern 
arrangement  that  you  suggest  and  to  carry  out  the  arrangement  which  we  actually 
made.  I  will  ask  you,  further,  to  accept  my  assurances  that  I  believe  we  can  work 
out  an  arrangement  entirely  fair  to  the  Virginia  &  Southwestern,  enabling  it  and  its 
operators  to  participate  in  Charleston  business,  and  that  we  will  go  as  far  and  be  as  lib- 
end  as  anyone  could  expect  us  to  go  with  any  reasonable  degree  of  fairness.  All  I 
ask  is  that  our  plans  now  imder  way  be  not  delayed  by  any  effort  to  incorporate  into 
them  some  arrangement  not  contemplated  under  the  origmal  arrangement  with  the 
Coast  Line,  which  was  taken  over  by  you. 

I  have  arranged  for  a  meeting  of  our  directors  in  New  York  on  Friday  and  Saturday 
to  go  over  this  matter  with  them  and  arrange  to  promptly  put  our  plans  into  effect. 
I  am  sending  copies  of  this  letter  to  you  at  Washington  and  New  York  and  hope  that 
by  Friday  mommg  I  may  have  your  assurances  that  you  accept  the  understanding  as 
I  express  it,  and  that  you  will  let  the  Virginia  &  Southwestern  matter  be  taken  out  as 
a  separate  proposition.  With  this  understanding'  I  am  ready  to  take  that  matter 
up  with  you  at  any  moment. 
Yours,  very  truly, 

(S)  Mark  W.  Potter,  Chairman. 


Southern  Railway  Company, 
Virginia  &  Southwestern  Railway  Company, 

February  15,  1910. 

My  Dear  Mr.  Potter:  Referring  to  yours  of  the  9th  instant  in  respect  to  the 
Charleston  matter. 

I  be^  to  confirm  what  I  stated  to  you  in  New  York  on  the  11th  instant  to  the  effect 
that  I  included  the  Virginia  &  Southwestern  Railway  Company  in  my  letter  of  the 
5th  instant,  believing  that  we  had  sufficiently  agreed,  in  principle,  in  respect  to 
that  company  to  justify  its  inclusion  in  the  details  set  forth:  but  that  in  the  absence 
of  understanding  in  respect  to  details  affecting  divisions  oi  rates  and  other  features 
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involved  in  the  Virginia  &  Southwestern  situation,  my  letter  of  the  5th  instant  can 
be  construed  as  covering  our  conclusions  in  respect  to  business  originated  by  the 
Carolina,  Clinchfield  &  Ohio  Railway,  my  imderstanding  bein^,  however,  that  we 
have  agreed,  in  principle,  to  work  out  additionally  the  Virginia  &  Southwestem's 
relationship  to  the  matter  on  a  fair  and  equitable  oasis  without,  however,  delayinj^f 
the  carrying  out  of  the  arrangement  now  mutually  imderstopd  in  respect  to  busi- 
ness erupted  by  the  Carolina,  Clinchfield  &  Ohio  Railway. 
Yours,  truly, 

(Signed)  W.  W.  Finlby,  President, 

Mr.  Mark  W.  Potter, 

Chairman  C,  C.  &  0.  Ry.y  24  Broad  Street,  New  York, 


Copy  to  J.  M.  C,  F.  H.,  L.  G.,  J.  H.  M.,  with  copy  for  Mr.  Potter's  letter. 

W.  W.  F. 


: 


Carolina,  Clinchfield  &  Orao  Railway, 
U  Broad  Street^  New   York,  February  26,  1910. 
Office  of  the  Chairman.] 

W.  W.  FiNLEY,  Esq., 

President  Southern  Railway  Company,  Washington,  D.  C, 

My  Dear  Mr.  Finley:  In  line  with  our  conference  at  your  office  tiie  other  day,  we 
have  been  doing  some  figuring  in  the  hope  that  in  the  domestic  business  we  would 
receive  from  the  V.  &  S.  W.  mr  delivery  to  the  Southern  through  Marion  and  Spar- 
tanburg we  would  find  a  justification  for  putting  in  the  division  su^B;ested  with  the 
V.  &  S.  W.  on  coals  to  Charleston.  I  have  been  over  the  matter  this  morning  with 
Mr.  Campion,  and  he  has  given  me  some  figures  that  I  want  to  pass  along  to  you,  in 
order  that  you  and  your  trsSfiic  people  may  Imow  the  lines  along  wnich  we  are  working. 

I  call  your  attention  to  the  following  estimate  of  tonnage,  which  imder  the  arrange- 
ment might  reasonably  be  expected  to  be  received  from  the  V.  &  S.  W.: 

250,000  tons  export,  at  50 |125,000 

25,000  tons  bunker,  at  54 13,500 

25,000  tons  Charleston,  at  84 21,250 

125,000  tons  via  Marion,  at  75 93, 750 

125,000  tons  via  Spartanburg,  at  85 106, 250 

550,000  tons  (total) 359,750 

The  divisions  on  export,  bunker,  and  Charleston  local  are  those  suggested  by  you 
at  our  Washington  conference.  The  division  on  Marion,  giving  us  75  cents,  is  an 
arbitrary  deduction  of  40  cents  from  $1.15,  which  I  understand  from  Mr.  Campion 
has  been  the  average  division  which  we  have  received  on  tonnage  moving  through 
Marion  from  Dante  for  the  last  fifty  days. 

I  believe  in  our  last  conference  you  expressed  the  opinion  that  we  should  not  try 
to  arrive  at  a  specific  figure  covering  all  of  the  business  between  Speers  Ferry  and 
Marion,  but  should  put  in  divisions  varying  on  the  business  to  different  points.  If, 
however,  we  apply  the  general  principle  of  making  a  deduction  of  40  cents  from  our 
divisions  on  Dante  business,  I  presume  that  although  the  divisions  on  business  to 
different  points  would  vary  they  would  average  about  seventy-five  cents  (75  cents); 
as  I  understand  they  are  now  averaging  about  $1.15,  and  therefore  for  the  piirpose  of 
giving  preliminary  consideration  to  the  question,  we  are  perhaps  justifiea  in  using 
the  figure  of  75  cents  as  our  division  on  the  V.  &  S.  W.  business  passing  through 
Marion.  For  the  same  period  of  fifty  days  our  Dante  business  through. Spartanburg, 
I  am  informed,  averaged  a  division  of  $1.18;  a  deduction  of  40  cents  on  this  business 
would  leave  us  78  cents  instead  of  the  85,  which  has  been  suggested.  If  we  could 
afford  to  make  an  arrangement  that  we  could  rely  upon  giving  us  an  average  division, 
of  85  cents  at  Spartanburg,  I  presume  this  would  be  agreeable  to  you. 

Assuming  that  the  business  which  we  could  handle  for  the  V.  &  S.  W.  would  be  that 
mentioned  in  the  above  statement,  it  would  give  us  an  average  rate  on  all  the  V.  & 
S.  W.  business  of  only  65^  cents.  This  brings  us  to  the  difficulty.  I  had  hoped  that 
this  would  work  out  to  give  us  at  least  an  average  of  80  cents,  which  I  am  very  posi- 
tive is  much  less  than  it  would  cost  the  V.  &  S.  W.  and  the  Southern  to  handle  the 
business  from  Speers  Ferry  to  Marion  and  Spartanburg  over  their  own  rails.  A  divi- 
sion of  80  cents,  after  making  due  allowance  for  the  saving  of  the  gathering  expense 
in  gathering  coal  from  our  own  field  and  taking  into  consideration  the  terminal  expense 
at  Speers  Ferry,  gives  us  less  money  for  the  same  service  respecting  V.  &  S.  W.  busi- 
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leee  than  it  gives  for  the  nme  service  for  butdness  originated  by  ub.  In  other  words, 
iTen  at  80  centa,  we  would  be  de&ling  more  liberally  with  the  operatora  on  the  V.  & 
).  W.  than  with  the  opeiatora  on  oui  own  line. 

It  seems  to  me  that  there  ought  to  be  some  way  of  working  out  an  arrangement  that 
rotild  give  ub  an  average  6[  80  centa,  particularh'  in  view  of  tbe  fact  that  we  believe 
4)  cents  is  less  Chan  it  would  actually  cost  the  V.  &  S.  W.  and  the  Southern  to  move 
he  businees  from  Speers  Perry  over  their  own  rails.  Unless  and  until  we  are  given 
rhat  it  would  actually  coat  the  V.  &  S.  W.  and  the  Southern  to  move  the  businesH 
rom  Speera  Ferry  to  Marion  and  Spartanburg,  it  would  seem  that  those  roada  would 
eally  be  making  a  profit  at  our  expense,  which  is  not  the  spirit  of  the  arrangement 
ffe  are  now  trying  to  work  out. 

Jnasense  theallowanceofadivisioQ  totheV.  A  S.W.  is  a  burden  on  theChnchfield 
bnd  the  Southern.  In  fairness,  should  not  the  Southern  participate  in  that  burden? 
.nother  words,  isit  fair  to  deduct  thearbitrary  of  40  centaentirelyrrom  the  Ciinchfifeht's 
Uvision?  Why  should  not  the  arbitrary  to  be  given  to  the  V.  &  S.  W.  be  borrt'  by 
he  Southern  and  the  Clinchfield  on  the  basis  ofthe  percentages  used  in  dividing  Ibe 
ate  on  business  from  Dante,  with  due  allowance  for  the  gathering  expense  saved  to 
he  Clinchfield  Railway  and  Cor  the  shorter  haul  from  Speer  Ferry  than  from  Dante? 

Won't  you  be  kind  enough  to  allow  Mr.  Green  to  give  consideration  to  this  su^es- 
ion  and  see  if  he  and  Mr.  Campion  can  not  work  out  something  which  will  bring  us  a 
ittle  closer  tcgether? 

The  figures  above,  of  course,  are  based  on  the  arrangement  under  which  we  started 
■ut,  whereby  we  were  to  put  in  the  Chesapeake  Bay  rate  and  deducting  the  4  cents 
erminal  charge  at  Charleston.  My  idea  is  that  we  ought  to  exhaust  every  effort 
o  work  out  a  satisfactory  adjustment  on  the  basis  of  the  original  plan  before  we  con- 
ider  a  modification  oE  it.  Yesterday  and  to-day  I  had  conferences  with  Mr.  Stracban , 
lithe  Straciian  Steamship  Company,  Mr,  Stracban  seems  to  be  of  the  opinion  that  in 
'ider  to  compete  successfully  with  the  Chesapeake  Bay  interests  we  will  have  to 
Deet  the  Chesapeake  Bay  rate  in  all  respects. 

Mr.  Green  and  Mr.  Campion,  1  understand,  are  to  meet  shortly  and  I  hope  that 
►efore  their  conference  you  will  give  Mr.  Green  the  benefit  of  any  additional  sugges- 
ions  that  occur  to  you . 
Yours,  very  truly, 

(Signed)  Mark  W.  Potteb,  Chairman. 


New  York,  March  1, 191t. 
lii.  W.  W.  Fdjlst, 

President  Southern  Jiathwiy  Company,  WashtTigton,  D.  C. 

My  Deak  Mr.  Fdh-bt:  At  our  last  confeience  in  Washington  on  the  23rd  ult.,  it 
ns  arranged  that  we  meet  acain  at  your  office  on  Mondaj'  next  for  further  conference. 
Sincethat  conference  several  things  have  happened  which  make  it  ncceeettry  for  me 
« insist  that  the  proposed  tide-watei  rates  from  Clinchfield  mines  and  bom  the  V.  & 
s.  W.  mines  be  considered  separately  and  that  no  obligations  Ve  entered  into  respecting 
>he  Charleston  Terminal.  I  have  from  the  outset,  as  my  letter  to  you  of  February  9, 
ISIO,.  clearly  showed,  insisted  that  the  matter  of  rates  from  the  diflerent  fields  he 
E«Pt  entirely  separate.  Our  conference  at  Washington  diowed  more  plainly  than  ever 
Miore  the  necemity  for  keeping  them  separate.  As  reeards  Dante,  the  arrangemtnt 
ma  a  mmple  and  plain  one,  you  simply  stepping  into  the  shoes  of  the  Atlantic  Coast 
LJne  Hallway.  Neither  the  Clinchfield  Railway  nor  the  Southern  Railway  made 
iny  denujid  respecting  the  coal-handling  facihtics.  As  to  that  anangement  no  ques- 
oon  could  arise  upon  which  any  difference  of  opinion  could  be  senous.    The  V,  & 

ih'  ^^*°Kement  brings  in  entirely  new  elementa.  The  poeeibility  (hat  sometime 
Diiie  future  migunderstandinps  may  arise  was  what  led  me  to  insist  upon  the  two 
enig  treated  separately^  1  he  fact  (hat  a  misundeistanding  or  a  difference  of  opinion 
feting  the  V.  A  S.  W.  has  already  arisen  shows  the  necessity  of  my  early  demand 
■all  tim*"".  *  foe  treated  separately.  I  must,  therefore,  insist  for  the  present  and 
■Muiemtnt  '*™^  that  the  two  arrangements  be  considered  seperatcly.  The  Dante 
o^tSe     "v'^  Dot  be  prejudiced  by  any  miflunderstanding  that  could  ever  arise 

«  <.  „  0^1t  with  you  perfectly  frankly  in  this  matter  and  told  you  that  the 

»'(J''-*<i  be  welcome.  Tnis  frankness  must  not  be  made  the  basis  of  a 
t»**^*Sation  tying  onto  the  Dante  arrangement  any  burdens  or  mis- 
5f*^<=-ti(,p  the  V.  4  S.  W.  I  do  not  know  how  the  Charleston  Ter- 
i^*-*  -      jhope  and  believe  that  arrangementa  can  and  will  be  worked 
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out  to  make  these  facilities  avaOable  to  your  operators.  The  matter,  however,  is 
not  a  raibx)ad  matter.  I  see  no  reason  why  yoiu*  operators  should  not  make  arrange- 
ments as  readily  as  our  operators  for  the  handling  of  coal,  but  those  arrangements 
must  be  made  with  the  owners  of  the  facilities  for  whom  I  am  not  now  in  position  to 
speak.  I  shall  undoubtedly  have  influence  with  the  owners  of  those  facilities  and  | 
may  represent  and  control  them.  In  so  far  as  I  am  in  a  position  of  influence  I  am 
prepared  to  assure  you  of  a  friendly  and  fair  attitude  to  tne  extent  that  tliis  {K)licy 
can  be  followed  consistently  with  the  proper  and  economical  handling  of  the  business, 
but  beyond  this  I  can  not  go  and  must  not  be  asked  to  go. 

The  bill  recently  passed  by  the  SoutJi  Carolina  Legislature  points  to  the  necessity 
for  caution.  The  Charleston  facilities  must  not  be  dedicated  to  a  public  use,  they 
must  be  owned  and  operated  as  a  private  enterprise,  under  such  arraiigements  as  the 
owners  shall  be  able  to  make  from  time  to  time  with  persons  desiring  to  use  them 
and  with  the  right  to  the  owners  of  the  facilities  to  permit  them  to  be  used  only  on 
such  terms  as  are  satisfactory  to  the  owners.  This  necessity  is  again  pointed  out  by 
the  recent  decision  of  the  Interstate  Commerce  Commission  in  me  case  of  the  New 
England  Coal  &  Coke  Co.  against  the  N.  &  W.,  C.  &  O.,  and  Virginian  Railways. 

Our  railway  is  not  in  position  to  finance  the  handling  facilities.  They  must  be 
operated  in  such  a  manner  as  to  insure  proper  regard  for  the  money  expended  in  their 
construction.  The  owners  mvst  not  be  subjected  to  any  governmental  regulation 
respecting  the  compensation  they  are  to  receive.  There  is  only  one  safe  course  to 
pursue:  that  is  to  have  the  facilities  owned  by  a  private  enterprise.  It  would  not  be 
possible  to  obtain  the  construction  of  facilities  under  such  circumstances  except  for 
the  fact  that  the  Clinchfield  Coal  Corporation  is  willing  to  guarantee  enough  tonnage  to 
warrant  their  construction. 

If  the  Southern  Railway  or  anyone  else  wishes  to  establish  facilities  at  Charleston 
and  if  your  company  and  the  V.  &  S.  W.  desire  us  to  join  in  the  rate  through  Speere 
Ferry,  we  will  be  glad  to  do  so  without  demanding  any  condition  whatsoever  in  favor 
of  our  operators  respecting  the  facilities.  You  must  not  demand  any  respecting  the 
terminals  the  construction  of  which  I  expect  to  bring  about. 

I  am  perfectly  confident  that  this  entu^  situation  will  work  out  in  a  perfectly  fair 
manner,  and  I  hope  that  you  will  not  find  it  necessary  to  urge  further  the  positions  you 
took  in  Washington.  If  for  any  reason  you  have  changed  your  position  and  deplore 
having  taken  over  the  original  Coast  Line  arrangement,  I  tope  you  will  frankly  tell 
me  so;  but  I  can  not  consent  to  have  engrafted  on  to  that  arrangement  another  arrange- 
ment which  may  defeat  or  imperil  its  purpose.  I  am  willing,  as  I  was  when  I  wrote 
to  you  on  the  9tn  of  February,  1910,  to  go  ahead  and  close  up  the  Dante  arrangement. 
I  will  then  be  willing,  as  a  separate  and  distinct  matter,  to  take  up  and  work  out  the 
best  arrangement  we  can  respecting  the  V.  &  S.  W.  and  the  service  of  its  operators,  but 
if  we  are  to  effectuate  the  original  understanding  or  to  proceed  any  fm-ther  along  this 
line  I  must  ask  that  the  matter  be  treated  separately. 

I  greatly  deplore  the  reference  you  made  while  I  was  in  Washington  respecting  my 
good  faith.  Mv  feeling  is  that  your  remark  in  this  regard  would  not  have  been  made 
except  for  the  fact  that  I  was  too  ready  originally  to  deal  with  you  frankly  and  to  offer 
to  assist  you  in  any  way  I  could  in  serving  your  operators.  I  hope  that  you  do  not  feel 
about  the  matter  as  you  did  while  I  was  in  Washington,  and  I  shall  be  glad  to  be 
informed  as  to  your  attitude  before  resuming  our  conference  on  this  subject. 
Yours,  very  truly, 

(Signed)  Mark  W.  Potter,  President. 


Personal.]  M^bch  4, 1912. 

My  Dear  Mr.  Potter:  Your  letter  of  the  1st  instant  reached  Washington  on 
Saturday,  the  2nd  instant. 

As  I  informed  you  at  the  time  of  our  conference  on  the  23rd  ultimo,  it  was  necessary    i 
for  me  to  be  with  my  family  in  the  country  during  last  week  and,  in  consequence,  1 
have  been  unable  to  communicate  with  you  prior  to  to-day. 

I  regret  that  you  should  have  any  feeUng  on  account  of  the  remark  which  I  made 
in  our  conference  on  the  23rd  ultimo. 

At  one  time  during  our  conference  something  that  you  said  gave  me  an  impressio'tv 
different,  I  have  no  doubt,  from  what  you  intended  to  convey.  It  was  this  whicK 
called  out  the  remark  from  me  to  which  you  have  referred. 

Our  long  association  in  these  conferences  has  always  been  so  pleasant  and  has  boe^^" 
characterized  by  so  much  cordiality,  that  I  am  sorry  that  any  remark  of  mine  shou  X  * 
have  apparently  wounded  your  feelings.    I  certainly  did  not  intend  to  do  so. 

I  note  your  suggestion  that,  if  we  have  changed  our  position  with  reference  ^ 
taking  over  the  Atlantic  Coast  Line  arrangement,  I  frankly  tell  you  so.    I  have 
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had  in  contemplation  at  any  time  changing  our  position  with  reference  to  taking 
over  the  Atlantic  Coast  Line  arrangement. 

Prior  to  the  receipt  of  your  letter  I  was  confidently  looking  forward  to  a  continuation 
of  our  conference  to-day.  I  think  we  should  meet  at  the  earliest  practicable  time  and 
endeavor  to  reach  an  agreement  as  to  the  matters  under  consideration.  I  hope,  there- 
fore, that  you  may  be  able  to  meet  me  here  on  Thursday,  the  7th  instant,  as  I  expect 
to  have  to  be  absent  from  Washington  on  Friday  and  Saturday. 
Yours,  truly, 

(Signed)  W.  W.  Finley,  President. 

Mr.  Mabk  W.  Potter, 

President  C.  C.  <Sc  0.  Ry.y 

24  Broad  Street,  New  York. 

Copy  to  J.  M.  C,  Apt.,  with  copy  of  Mr.  Potter's  letter. 

♦  W.  W.  F. 


March  19,  1913. 

My  Dear  Mr.  Potter:  Have  you  concluded  to  go  ahead  in  the  matter  of  con- 
struction of  the  facilities  at  Charleston  for  the  purpose  of  transferring  coal  from  cars 
to  vessels?  I  have  noted  in  the  newspapers  a  statement  that  you  are  preparing  to 
do  so. 

Yours,  truly, 

(Signed)  W.  W.  Finley,  President. 

Mr.  Mark  W.  Potter, 

President  C.  C.  <Sc  0.  Railway, 

24  Broad  Street,  New  York  City. 


Copyb] 

April  25, 1913. 
Mr.  Mark  W.  Potter, 

President  Carolina,  Clinchfield  &  Ohio  Railway,  New  York  City. 

My  Dear  Mr.  Potter:  Owing  to  my  numerous  engagements  yesterday  it  was 
impossible  for  me  to  talk  with  you,  and  I  requested  Mr.  Spencer  to  call  you*  up  and 
ask  for  the  plans  for  the  proposed  coaling  facilities  at  Charleston  with  the  view  of 
furthering  tne  development  of  the  cooperative  arrangement  which  we  discussed  at 
our  recent  conference  m  Washington. 

In  view  of  your  cooperative  attitude  at  the  time  of  that  conference,  I  am  somewhat 
surprised  to  learn  now  that  you  seem  inclined  to  proceed  on  different  lines  from 
those  you  then  favored  and  are  not  willing  that  we  should  be  parties  to  the  formula- 
tion of  the  plans  for  the  coal  docks;  that  while  we  could  perhaps  be  admitted  to  join 
you  later,  as  I  understand,  we  are  to  have  no  voice  in  the  planning  or  operation  of 
the  ^duties. 

As  I  explained  to  you  in  our  conference,  I  think  that  the  coal  docks  should  be  a 
part  of  the  transportation  facilities  of  the  carriers  and  should  not  be  controlled  by 
private  coal  companies.  I  hope  that  the  position  which  you  are  now  taking  does  not 
mean  that  you  contemplate  that  these  coal  handling  facilities  shall  not  be  open 
on  equal  terms  to  all  shippers  of  coal  moving  their  traffic  over  the  lines  of  this  company 
of  the  Virginia  &  Southwestern,  as  well  as  to  the  shippers  of  coal  from  mines  located 
ontheC.  C.  &  0. 

As  this  matter  is  an  important  one  I  hope  you  will  find  it  convenient  to  let  me 
know  definitely  at  an  early  date  what  is  to  be  the  attitude  of  your  company  with  respect 
to  the  proposed  development. 
Yours,  very  truly, 

(Signed)  W.  W.  Finley,  President. 


Carolina,  Clinchfield  and  Ohio  Railway, 

Johnson  City,  Tenn.,  May  5,  191S. 
Mr.  W.  W.  Finley, 

President  Southern  Railway  Company, 

Washington,  D.  C. 

Dear  Mr.  Finley:  I  have  your  favor  of  the  25th  ultimo  forwarded  to  me  from 
New  York.  Mr.  Spencer  caught  my  idea,  in  my  talk  with  him  over  the  telephone 
regarding  the  Charleston  terminals,  as  accurately  as  one  could  in  a  brief  conversation 
over  the  telephone,  but  it  was  not  my  intention  to  give  him  the  impression  that  I 
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had  arrived  at  any  final  opinion  not  to  cooperate  with  the  Southern  Railway.  Wail 
said  definitely  was  that  I  could  not  allow  the  plans  to  be  seen  then  because  Mr.  Fiazier 
was  endeavoring  to  obtain  certain  patents  regarding  them  and  had  been  advised  by 
his  patent  lawyer  that  he  must  not  give  them  out.  I  mentioned  to  Mr.  Spencer  the 
difficulty  I  had  in  mind  in  working  out  the  cooperating  arrangement.  What  I  odd 
to  you  in  Washington  regarding  my  inclination  to  cooperate  in  every  reasonable  way 
wiUi  the  Southern  Railway  is  still  correct.  Specific  thought  in  the  matter,  however, 
presented  certain  difficulties  regarding  which  I  shall  want  to  talk  to  you  bef(»e  com- 
ing to  any  final  conclusion.  When  we  originally  started  our  Charleston  plans,  you 
will  remember  the  Southern  Railway  wste  not  willing  to  consider  going  to  any  expense 
for  coal-handling  facilities. 

I  have  been  studying  the  subject  for  three  or  four  years  sbid  I  have  now  finally  got- 
ten the  plans  worked  out  to  a  point  satisfactory  to  me,  and  to  the  owners  of  the 
Charleston  property,  whose  authority  to  go  aheaa  was  given  after  overcoming  many 
difficulties  regarding  the  character  of  plant  %>  be  installed,  and  many  adverse  opin- 
ions.   I  said  to  Mr.  Spencer  that  I  did  not  have  the  heart  or  inclination  now,  itfter 
having  ^tten  the  plans  through,  to  voluntarily  get  in  position  where  I  would  have 
to  convmce  anyone  else  that  my  plans  were  right,  or  where  the  opposition  of  anyon© 
would  make  it  impossible  to  consummate  the  scheme.    So  far  as  consistent  with  the 
preservation  of  our  plans  and  carrying  out  our  ideas,  I  still  should  be  most  happy  to 
cooperate  with  the  Southern  Railway.    I  have  told  you  many  many  times  that  it  was 
not  my  idea  that  the  coal-handling  facilities  should  be  operated  preferentially  in  favor 
of  C.  C.  &  O.  mines.    On  the  contrary,  other  prospective  business  has  had  its  influ- 
ence in  hastening  our  plans  to  go  ahead.    It  nas  not  been  my  idea  and,  after  ver^ 
thorough  consideration  of  all  phaises  of  the  matter,  it  is  not  my  opinion  that  thefacih— 
ties  should  be  opened  as  public  facilities,  but  it  has  been  my  idea  that  other  shippeis 
who  desire  to  do  so  coula  make  arrangements  with  ^e  owners  of  the  facilities  msur— 
ing  them  exactly  the  same  service  that  the  C.  C.  &  O.  mines  would  have.    I  do  not 
believe  it  is  wise,  and  I  think  you  will  agree  with  me  that  it  is  not  wise,  to  hav» 
these  facilities  operated  by  the  railways.    There  is  no  thought  of  having  the  Clinch- 
field  Coal  Corporation,  or  any  coal  company  on  the  Clinchneld  Railway  interesteJ. 
in  these  facilities.    Tne  Holston  Corporation,  which  is  owned  by  the  Cumberland 
Corporation  which  owns  the  Clinchfield  Railway  but  which  is  not  interested  in  the 
Clinchfield  Coal  Corporation,  owns  the  Charleston  property.    The  plan  is  for  the 
Holston  Corporation  to  operate  the  facilities  as  a  commercial  enterprise,  and  my 
study  has  been  designed  to  work  out  a  commercially  profitable  use  of  our  Charlestoa 
land  entirely  independent  of  the  railway  or  of  any  coal  company,  except  that  such 
facilities  would  serve  coal  companies  desirous  and  willing  to  utilize  them  under 
proper  arrangements. 

In  order  to  utilize  to  best  advantage  the  land  which  Holston  Corporation  owns,  and 
which  to-day  is  worth  $300,000  or  $400,000,  and,  in  fact,  to  best  serve  the  interests  of 
coal  companies  using  the  facilities  the  Holston  Corporation  will  have  to  do  certain 
things  which  it  is  extremely  doubtful  whether  a  railroad  company  could  do.    For 
instance,  our  plans  contemplate  the  screening  of  coal,  the  preparation  of  coal  of  differ- 
ent sizes,  and  the  briquettmg  of  fine  coal.     Our  plans  also  contemplate  the  erectiou 
of  a  blast  furnace  and  by-product  coking  oven,  though  there  is  no  definite  plan  in 
mind  for  constructing  these  properties.    We  also  contemplate  a  floating  barge  designed 
to  coal  ships  down  the  harbor.    A  su^r  refinery  is  also  laid  out  as  another  possible 
development,  and  the  storage  of  coal  m  large  quantities  in  bins  to  be  rented  for  that 
purpose,  the  storage  company  to  issue  warehouse  receipts  for  the  coal.    I  doubt  very 
much  whether  a  railway  company  could  engage  in  these  pursuits,  and  I  have  veiy 
serious  doubts  about  the  ideas  of  any  two  railway  companies  coinciding  in  such  devel- 
opments so  as  to  make  the  utilization  of  our  property  possible.    You  mention  that 
you  would  like  to  turn  the  matter  over  to  Mr.  Henry  Spencer.    Mr.  Spencer  and  I 
are,  I  think,  constitutionally  different  in  many  of  our  ideas  and  methods,  and  you 
will  appreciate,  I  am  sure,  that  I  would  naturally  be  disinclined  to  feel  that  I  could 
not  do  anything  in  going  ahead  without  going  to  him  as  a  court  of  final  appeal.    In 
order  to  accomplish  the  best  for  all  persons  interested  in  the  coal-handling  facilities 
and  to  handle  the  coal  at  the  least  possible  cost,  it  is  necessary  that  the  Charleston 
enterprise  be  regarded  as  a  business  to  be  operated  along  very  aggressive  and  pro- 
gressive lines.     I  am  convinced  that  no  shipper  on  the  Virginia  &  Southwestern  will 
have  any  cause  for  complaint  if  he  will  come  and  show  a  disposition  to  make  a  proper 
arrangement.     If  any  snipper  has  a  feeling  that  he  will  not  get  fair  treatment  or  has 
a  desire  to  dominate  the  situation,  I  am  sure  you  would  not  expect  that  such  a  shipper 
should  be  humored  to  such  an  extent  as  to  permit  him  to  dominate  our  Charleston 
plant  or  control  our  plans.    I  am  sure  when  you  give  the  matter  careful  thought  you 
will  agree  that  the  plans  I  have  in  mind  are  the  best  for  all  concerned.    As  I  have 
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many  times  explained  to  you,  it  will  be  necessary  and  desirable  to  limit  users  of  the 
iacilhies  within  certain  reasonable  limits  and  to  persons  who  will  properly  cooperate 
Mdnr  the  plan  which  means  the  best  economy  to  all.  It  will  not  oe  reasible,  for 
instaace,  to  handle  coal  over  our  Charleston  facilities  as  it  is  handled  on  the  Chesa- 
peaito  Bay,  and  the  Charleston  facilities  are  designed  to  make  this  unnecessary,  and 
neiliier  the  Clinchfield  or  Southern  Railway  coiild  afford  to  tie  up  equipment  as  is 
dona*«nL  the  Chesapeake  Bay.  The  ideas  I  have  in  mind  plan  to  brin^  about  the 
smoothest  and  most  economical  process  for  the  coal  companies  and  the  railways,  and 
they  are  reasonable  and  fair  in  every  way.  I  am  ready  at  all  times  to  make  any  fair 
ananjE^ements  with  any  shipper  who  wishes  to  utilize  our  facilities,  up  to  the  pomt  of 
ojpenine  them  as  pubhc  facilities.  You  mention  shippers  moving  their  traffic  over  the 
hnee  of  your  company  or  of  the  V.  &  SW.  I  presume  you  do  not  refer  here  to  Ten- 
nessee snippers.  I  recall  on  an  earlier  occasion  you  expressed  an  unwillingness  to 
furnish  Tennessee  shippers  with  tihe  export  rate  and  discussed  with  Mr.  Culp  in  my 
presence  the  question  of  whether  or  not  the  Tennessee  people  could  ask  for  me  rate, 
and  it  was  agreed  that  they  could  not.  I  can  not  undertake  now  to  say  that  our  plant 
^1  be  avaimble  for  Tennessee  shippers.  In  fact  it  is  not  my  idea  that  they  will  be 
available  to  any  one  who  does  not  use  the  Clinchfield  Railway,  and  this  is  the  plan 
that  we  have  always  had  in  mind. 

I  shall  be  glad  at  some  time  in  the  near  future,  if  Mr.  Frazier  will  release  his  plans, 

*o  go  over  the  plans  with  you  and  discuss  the  general  situation,  and  I  am  sure  you 

yJll  be  impressed  with  the  reasonableness  of  my  attitude  and  also  with  tlxe  view  mat 

^  is  the  best  one  for  southwest  Virginia  shippers.    It  may  be  possible  that  the  Holston 

^iporation  will  arrange  to  handle  coal  for  certain  Tennessee  operators,  provided  this 

can  be  done  without  complications,  but  I  see  no  hope  of  being  able  to  carry  out  our 

present  plans  if  the  facilities  are  to  be  public  or  operated  by  the  carriers,  and  to  de- 

P^  from  or  alter  our  present  plans  would  deprive  their  users  of  what  I  consider  very 

strong  a(iyanta;»es. 

I  assure  you  that  I  shall  always  have  a  very  keen  desire  to  operate  as  closely  with 
you.  and  your  company  as  possible,  and  any  plans  which  I  have  and  feel  I  must  carry 
out  \viii  j^e  carried  out  witn  very  much  greater  pleasure  if  the  Southern  Railway  can 
he  associated  in  it  and  profit  by  it.  Perhaps  we  can  work  out  some  arrangement  along 
wie  lines  that  now  seem  necessary,  under  some  sort  of  cooperation,  but  until  we  can 
^OTk  out  such  a  plan  I  do  not  wish  to  agree  to  cooperate.  In  other  words,  I  do  not 
^8»ut  to  start  off  by  aoreeinj  that  they  will  be  joint  facilities  and  then  try  to  decide 
^hat  the  facilities  shall  be.  I  will,  however,  see  that  your  company  is  shown  every 
^^isideration  in  any  facilities  that  we  may  employ. 
Yours,  very  truly, 

(Signed)  Mark  W.  Potter,  President. 


30  Church  Street, 
New  Yorhy  N.  F.,  June  10,  1913. 
Mr.  Mark  W.  Potter, 

President  C,  C.  ds  0.  Ry.f 

i4  Broad  Street^  New  Forib. 

Dear  Mr.  Potter:  I  have  been  very  tardy  in  replying  to  your  letter  of  the  5th 
ultimo  regarding  the  Charleston  matter. 

As  I  stated  to  you  in  substance  in  our  conference  on  the  subject,  I  feel  very  strongly 
that  any  arrangement  which  does  not  open  the  proposed  facilities  at  Charleston  to  tide- 
water coal  of  ail  shippers  who  may  want  to  use  them  under  properly  established  rates, 
will  have  the  effect  of  creating  much  adverse  sentiment  and  of  bringing  about  com- 
plaints of  discrimination. 

With  regard  to  your  statement  in  respect  to  Tennessee  shippers:  My  recollection  of 
our  conversation  on  that  subject  is  that  our  discussion  was  along  the  lines  of  the  very 
low  rate  which  would  have  to  be  made  from  southwestern  Virginia  to  meet  the  rate 
from  southwestern  Virginia  and  West  Virginia  of  the  Norfolk  &  Western  Railway,  and 
that  any  rate  to  Charleston  created  differentially  from  Tennessee  would  make  the 
business  unprofitable.  For  this  reason,  as  I  recall  the  matter,  I  expressed  the  view 
that  we  would  not  take  up  at  once  the  matter  of  the  establishment  of  the  rate  from 
Tennessee,  but  would  consider  it  on  its  merits  when  the  situation  might  be  such  as  to 
require  consideration  of  the  subject. 

I  note  your  statement  that  you  can  not  undertake  now  to  say  that  your  plant  will  be 
available  for  Tennessee  shippers,  that  in  fact  it  is  not  your  idea  that  it  will  be  available 
X)  any  one  who  does  not  use  the  Clinchfield  Railway.  I  am  sure,  on  reflection,  you 
^1  realize  that  the  use  of  facilities  by  our  company  furnished  and  surrounded  by  such 
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restrictioiis  would  bring  us  verv  strongly  into  serious  situations  in  respect  to  shipper^ 
on  our  lines  and  in  respect  to  uie  commerce  law. 
Do  you  contemplate  talking  with  me  soon  about  the  matter? 
Yours,  truly, 

W.  W.  FiNLBY,  Premdtfd, 

Copy  to  J.  M.  C,  H.  B.  S.,  A.  P.  T.    With  copy  of  Mr.  Potter's  letter. 

W.  W.  F. 


Carolina,  Clinchfibld  A  Ohio  Railway, 

New  Yorhj  June  if,  191i. 
Mr.  W.  W.  FiNLEY, 

President  Southern  Railway  Co.y  Washingtony  D.  C, 

Dear  Mr.  Finley:  I  have  your  letter  of  the  10th  instant  regarding  Charleston 
Terminals.  I  have  no  fear  of  any  trouble  with  anyone  because  of  not  opening  the 
coal-handling  facilities  at  Charleston  to  the  public.  It  is  not  conceivable  that  any 
charge  of  discrimination  can  be  made.  The  rate  of  $1.40  on  coal  for  transshipmwit 
could  be  put  in  and  could  be  available  to  anyone  who  could  put  the  coal  on  board 
ship.  If  any  concern,  hke  the  Hoslton  Corporation,  saw  fit  to  put  in  ^iUties  for 
shipping  coal  and  to  promote  economy,  it  would  be  at  liberty  to  do  so.  Anyone  else 
can  put  in  any  faciUties  he  desires.  There  is  no  discrimination  because  the  railways 
would  render  the  same  service  to  all.  The  most  that  could  happen  would  be  a  ruling 
that  a  transshipment  rate  could  not  be  legally  maintained  unless  the  service  contem- 
plated putting  coal  aboard  ship  in  which  event  the  railways  might  be  ordered  to  furnish 
facilities.  This  would  not  be  a  question  of  discrimination.  In  my  judgment,  there 
is  not  the  slightest  danger  of  any  such  direction.  So  long  as  the  railways  poUce  the 
situation  and  the  coal  is  transshipped,  it  is  quite  immaterial  to  the  Government 
how  the  coal  gets  aboard  ship. 

Regarding  Tennessee  coal:  The  only  statement  regarding  this  subject  was  vour 
statement  to  Mr.  Culp  that  the  rate  could  not  be  put  in  from  the  Tennessee  field, 
and  that  you  were  satisfied  the  rate  could  be  put  in  from  the  Virerinia  field.  There 
was  no  discussion  that  I  recall  about  putting  it  in  from  Tennessee  later.  The  whole 
spirit  of  the  discussion  and  arrangement  was  that  you  were  facilitating  the  CUnchfield 
interests  in  doing  something  they  wanted  to  do,  to  wit,  handle  coal  through  Charles- 
ton. Looked  at  from  the  standpoint  of  the  Southern  Railway,  you  were  opposed 
to  it  in  its  entirety.  I  certainly  can  not  say  that  our  plant  would  be  available  to  the 
Tennessee  shippers.  That  will  depend  altogether  upon  whether  the  Tennessee  ship- 
pers can  make  an  arrangement  with  the  owners  of  the  plant.  If  the  {)lant  can  handle 
Tennessee  coal  without  destroying  the  general  system  and  without  interfering  with 
the  handling  of  Southwest  Virginia  coal,  there  would  seem  to  be  no  reason  why,  as 
a  business  proposition,  the  owners  of  the  plant  would  not  be  willing  to  serve  Ten- 
nessee or  anyone  else.  But  the  CUnchfield  interests  are  certainly  not  in  the  mood  to 
build  coal-handling  facilities  for  Tennessee  operators. 

You  refer  to  the  danger  that  the  use  of  facilities  by  your  company  furnished  and 
surrounded  by  restrictions  would  bring  you  into  serious  situations.  I  can  not  see 
the  slightest  warrant  for  this  fear.  The  answer  would  be  that  you  are  not  using  the 
facilities,  you  are  simply  bringing  the  coal  to  Charleston,  and  if  the  Tennessee  oper- 
ators put  in  a  coal-handling  plant,  the  rate  will  be  available  to  them. 

As  I  have  said  before,  I  want  to  be  helpful  to  you  in  any  way  I  can,  but  there  are 
certain  things  that  must  be  remembered.    The  land  available  at  Charleston  is  not 
largje.    The  money  available  for  construction  of  plant  is  not  large.    The  profit  of  the 
railways  in  handlin:^  coal  on  this  rate  is  small.    The  scheme  is  not  feasible  except  by 
working;  out  a  plant  to  accomplish  the  best  result  with  the  smallest  outlay  and  to  brii^ 
about  the  best  utilization  of  power  and  equipment.     It  is  not  feasible  to  store  coal 
on  cars  or  to  keep  a  large  number  of  cars  in  the  yard.    There  is  not  room  for  this  and 
the  business  can  not  be  made  to  pay  if  this  is  done.    Anyone  who  uses  the  terminal 
must  fit  into  the  terminal  plans,  and  those  plans  must  be  such  as  economy  dictates. 
The  mines  of  the  CUnchfield  Railway  are  willing  to  use  the  terminal  under  such  an 
arrangement  and  I  have  no  doubt  others  will  be,  but  no  other  company  can  dictate 
what  the  facilities  are  going  to  be  or  how  they  are  going  to  be  operated.    What  I  want 
to  do  now  is  to  carry  out  the  original  agreement  that  was  made  with  you.     I  have  relied 
absolutely  upon  the  Southern  Railway  and  have  never  had  any  feeling  that  tiiere 
Would  be  any  hesitancy  in  carrying;  out  the  a^eement  that  was  made  and  I  am  sure 
there  will  be  none.     I  have  told  all  of  our  people  and  many  others  that  the  arrange- 
ment to  handle  CUnchfield  coal  to  Charleston  has  been  worked  out  and  I  must  pro- 
tect my  representation  in  this  regard.     I  now  want  to  proceed  to  sign  up  the  arrange- 
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ment  with  the  Clinchfield  as  a  clean-cut,  separate  matter.    After  that  is  signed  I 

will  take  up  with  you  any  other  matter  that  you  want  to  take  up  immediately. 

H  Iston  Corporation  is  ready  to  proceed  to  erect  a  plant.     It  will  be  ready  to  consider 

at  any  time  the  matter  of  permitting  other  persons  to  use  that  plant,  but  the  integrity 

of  the  scheme  and  the  control  of  it  can  not  be  jeopardized. 

We  have  not  the  slia:htest  objection  to  the  Southern  Railway  putting  in  coal  facili- 
ties, if  it  desires ;  and  i>erhaps  conditions  are  changing  so  rapidly  that  you  feel  this  is 
warranted.  If  you  desire  to  do  this  I  am  sure  the  mines  on  the  Clinchfield  will  be  very 
glad  to  use  those  facilities  and  perhaps  it  would  be  unnecessary  for  Holston  Corpora- 
tion, in  that  event,  to  construct  facilities.  Certainly  the  Clinchfield  interests  can  not 
be  expected  to  construct  facilities  for  Tennessee  operators  or  other  outside  mines; 
and  until  recently  there  has  never  been  any  thought  or  suggestion  that  this  should 
be  done. 

I  realize  peifectly  that  Mr.  Wentz  and  Mr.  Dulaney  may  be  making  it  uncom- 
fortable for  you,  but  you  can  not  expect  us  to  surrender  all  of  our  plans  and  imperil 
the  success  of  our  schemes  at  the  demand  of  these  men.  I  inclose  copy  of  a"  letter 
which  Senator  Tillman  addressed  to  Mayor  Rhett,  of  Charleston,  and  a  copy  of  my 
answer  thereto,  which  may  be  of  interest  to  add  to  your  file  as  supplementing  Mr. 
Dulaney 's  recent  letters  to  you.  I  have  been  given  permission  to  let  you  have 
Senator  Tillman's  letter  confidentially.  I  am  not  in  the  mood  to  be  influenced  by 
Mr.  Dulaney 's  threats  or  Mr.  Wentz 's  desire  to  have  everything  his  way. 

On  March  15,  1912,  Mr.  Thom,  following  our  conference  in  Washington,  submitted 
to  me  an  agreement  respecting  Clinchfield  relations.  I  have  deferred  taking  it  up 
until  we  could  UJce  it  up  and  close  it.  I  return  to  you  herewith  the  original  agree- 
ment.   I  suggest  that  the  following  changes  should  be  made  in  the  agreement. 

1.  In  the  fist  and  second  lines  of  page  2  the  following  words  should  be  omitted: 
"bo  transshipped  by  vessel  beyond  Cnarleston  Harbor,"  and  the  following  inserted: 
"when  for  transshipment  to  vessels  having  destinations  beyond  Charleston  Harbor." 

2.  Line  4,  page  2,  after  the  words  "at  Charleston"  there  should  be  inserted  the 
words  "or  o^  any  other  company  at  Charleston  engaging  in  the  transshipment  of  coal 
to  vessels." 

3.  On  page  3,  fourth  line  from  the  end  of  the  first  paragraph,  after  the  words  "at 
Charleston"  there  should  be  inserted  the  words  "or  upon  the  Side  tracks  or  connecting 
switches  of  any  other  company  or  companies  at  Charleston  engaged  in  the  said  trans- 
Bhipment  of  coal  to  vessels." 

4.  Page  4,  second  line  of  first  proviso,  the  words  "any  ruling  of  the  Interstate  Com- 
merce Commission"  should  be  stricken  out.  It  is  well  known  that  frequently  there 
are  conference  rulings  of  the  commission,  etc.,  which  are  not  sound  and  which  are 
Daade  without  due  consideration  and  which  are  subsequently  overruled. 

5.  Fourth  line,  top  of  page  4,  the  words  "of  a  ly  of  said  carriers"  should  be  omitted. 
^^  6.  Beginning  at  the  fifth  line  on  page  4,  there  should  be  stricken  out  the  words: 
"or  to  make  a  difference  between  said  rate  on  any  of  said  traffic  and  its  domestic  rate 
on  coal  to  Charleston  " — ^as  adding  nothing  and  leading  to  confusion. 

7.  In  the  second  line  from  the  end  of  proviso  1,  the  words  "or  ruling"  should  be 
omitted. 

8.  Page  4,  the  second  proviso  should  be  omitted.  As  I  construe  that  paragraph,  it 
would  permit  the  withdrawal  of  the  $1.40  rate  in  case  it  should,  as  evidence  on  the  ques- 
tion as  to  what  rate  was  fair  and  reasonable  to  an  intermediate  point,  result  in  a  re- 
duction of  the  intermediate  rate. 

When  Mr.  Thorn  raised  this  point  in  conference,  you  stated  that  you  were  willing 
*>  take  that  risk.  The  only  thing  the  agreement  was  to  provide  was  that  in  case  it 
should  be  squarely  held  that  the  export  rate  should  not  be  higher  than  the  domestic 
i*te  to  Charleston,  then  we  would  have  the  right  to  withdraw  the  export  rate  in  case 
of  such  absolute  ruling,  but  you  agreed  and  stated  squarely  that  the  consequential 
effect  of  reducing  the  intermediate  rate  on  the  question  as  to  what  was  a  fair  andreason- 
*ble  rate  shoula  be  eliminated.  Paragraph  1  accomplishes  what  was  agreed  should 
be  the  arrangement,  and  paragraph  2  shoula  come  out. 

9.  To  paragraph  3  should  be  added  a  paragraph  substantially  as  follows: 

"In  case  it  should  be  finally  held,  as  in  this  paragraph  suggested,  that  the  business 
is  not  entitled  to  rates  lower  than  domestic  rates,  unless  the  railways  deliver  to  the 
ships*  sides,  the  Holston  Corporation,  its  successors  and  assigns,  shall  be  entitled  to 
require  the  said  rate  of  $1.40  to  be  maintained,  provided  it  is  willing  to  transfer  to  the 
pames  of  the  first,  second  and  third  parts  hereto,  their  assigns  or  appointees,  the 
feciUties  that  shall  then  exist  for  handling  coal  from  cars  to  ship,  including  such 
appurtenances  as  are  necessary  or  useful  in  so  handling  coal,  but  not  otherwise  useful, 
upon  receipt  by  said  Holston  Corporation,  its  successors  or  assigns,  of  proper  compen- 
sation for  such  facilities,  such  compensation  to  consist  of  a  sum  representing  the  fair 


256  TRANSPOBTAttON  OP  COAL. 

value  of  the  land  used  and  the  cost  to  the  Holston  Corporation  of  the  plant  erected 
thereon  and  any  improvements  thereto. " 

10.  Proviso  6,  on  page  5,  it  seems  to  me,  should  be  omitted  entirely. 

11.  Proviso  8,  line  3,  after  the  word  **fail, "  insert  "for  causes  within  it«  control. " 
What  I  am  particularly  anxious  to  do  right.now  is  to  protect  my  representations  to 

my  own  people,  that  I  have  arranged  with  the  Southern  Railway  for  the  putting  in  of 
this  rate.    Ii  we  can  sign  up  an  agreement  with  respect  to  Clinchfield  proper  business, 
I  will  then  be  glad  to  meet  you  at  any  time  to  discuss  additional  features. 
Very  truly,  yours, 

(Signed)  Mark  W.  Potter, 

Prendent. 


United  States  Senate, 
Committee  on  Naval  Affairs, 

May  ii,  191S. 
Hon.  R.  G.  Rhett,  Charlestony  8.  C. 

Dear  Mr.  Rhett:  I  have  it  from  very  good  authority  that  there  is  very  little  or  no 
prospect  for  the  Clinchfield  road  to  haul  coal  to  Charleston,  simply  because  the  South- 
em  Railway  is  dominated  and  controlled  by  influences  antagonistic  to  that  scheme. 
A  gentleman  who  lives  at  Biistol,  Tenn.^  named  Dulaney,  a  man  of  affairs  and  honor 
as  I  found  out  by  inquiry,  has  been  tellu^  me  all  about  the  situation.  He  wants  to 
fight  McHaig  and  Baker,  the  two  partners  m  the  coal  trade,  who  are  trying  to  have  all 
the  coal  in  west«m  Virginia  and  eastern  Tennessee  reach  tidewater  by  way  of  Norfolk. 
I  think  it  would  be  well,  if  you  have  the  leisure,  to  come  on  here  at  your  earliest  con- 
venience and  talk  over  the  situation  with  Mr.  Dulaney.  1  feel  sure  he  is  in  earnest 
and  that  his  motives  are  good.  Primarily  his  interest  is  to  sell  his  cc^  now  bottled 
up;  and  secondarily,  he  wants  to  see  the  South  developed.  If  you  think  it  worth 
wmle  and  have  any  idea  of  coming,  wire  me  to  that  effect  what  day  you  will  arrive 
and  I  will  arrange  to  have  Mr.  Dufimey  see  you.  You  are  a  man  of  broad  views  and 
extensive  information,  with  lots  of  energy  and  of  good  fighting  blood,  I  know.  That 
is  the  reason  I  am  writing  you  this  letter.  If  you  are  convinced  that  fighting  is  the 
thing  to  do,  you  will  kn(*w  just  as  well  as  anyone  else  how  best  to  do  it. 
Very  sincerely,  yours, 

(Signed)  B.  R.  Tillman. 


New  York,  May  26, 191S. 
Henry  Buist,  Esq.,  Charleston,  S  C. 

My  Dear  Mr.  Buist:  I  have  yours  of  the  24th,  inclosing  copy  of  a  letter  addressed 
by  Senator  Tillman  to  Mr.  Rhett.  Mayor  Rhett  can  tell  the  Senator  not  to  worry; 
that  the  Clinchfield  road,  in  connection  with  the  Southern  Railway  and  with  the 
Atlantic  Coast  Line  will  haul  Clinchfield  coal,  southwestern  Virginia  coal,  and  eastern 
Kentucky  coal  to  Charleston.  I  believe  the  officials  of  the  Southern  Railway  and  the 
Coast  Lk\fi  realize  that  southwestern  Vfr^inia  coals  must  move  through  Charleston  and 
also  that  such  movement  will  be  in  the  interests  of  all  the  railways  handling  the  coal. 
Several  years  ago  the  Southern  Railway  officials  did  not  attach  the  importance  to  the 
business  that  I  did  and  were  not  inclined  to  assume  any  financial  burden  in  connec- 
tion with  this  business,  beyond  making  any  revisions  of  their  line  that  might  be  neces- 
sary to  handle  this  business.  Recently  Mr.  Finley  intimated  to  me  that  they  might 
be  willing  to  become  interested  in  the  coal-handling  facilities  at  Charleston. 

Mr.  Dulaney  is  a  very  able  man  and  he  is  interested  in  what  is  knownas  the  **  Pocket 
field"  in  Black  Mountain,  weich  lilf  a  little  west  of  our  field  and  is  served  by  the  Vir- 
ginia &  Southwestern  Railway  and  the  Black  Mountain  Railway,  controlled  by  the 
Southern.    He  and  his  associates,  because  of  a  desire  either  to  operate  or  exploit  their 
properties,  are  anxious  to  improve  the  railway  facilities  available  to  those  properties 
and  are  anxious  to  get  an  outlet  to  tidewater.     I  believe  the  Norfolk  &  Western  has 
refused  to  handle  tidewater  coal  on  the  present  Pocahontas  basis  from  points  west  of 
Norton.     Naturally,  Dulaney  would  like  to  see  Charleston  opened.    He  and  his  asso- 
ciates have  seen  me  many  times  during  the  last  three  or  four  years.     I  have  always 
dealt  with  them  frankly  and  told  them  of  our  progress  and  if  he  has  said  that  the  Clindh- 
field  Railway  is  controlled  by  the  Southern  or  that  the  Southern  is  dominated  by 
interests  opposed  to  handling  coal  through  Charleston,  he  is  dishonest  or  has  not  th© 
good  judgment  with  which  I  nave  always  credited  him.     He  has  every  reason  to  hav^ 
confidence  in  the  independence,  frankness,  and  determination  of  the  Clinchfield 
Railway  to  handle  coal  through  Charleston.    My  present  opinion  is  that  he  is  simpl)^ 
endeavoring  to  swing  a  club.    He  is  a  man  who  is  a  little  inclined  to  ascribe  imprope^^^ 
methods  to  others  and  a  little  inclined  to  be  a  little  smart  in  devising  ways  and  mean--^ 
of  accomplishing  what  he  wan^s. 
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So  far  as  McHarg  is  concerned,  I  have  no  idea  that  he  cares  a  snap  of  his  finger  about 
moving  coal  to  Norfolk.  I  think  I  know  him  well  enough  to  know  that  his  interests 
will  always  lie  in  having  as  many  outlets  for  his  properties  (the  Virginia  Iron,  Coal  & 
Coke  Co.)  as  he  can  get.  I  agree  with  the  Senator  that  primarily  Dulanev's  interest 
is  to  sell  his  coal  and  that  it  is  now  bottled  up  to  some  extent.  To  unbottle  it  would 
add  greatly  to  the  value  of  his  property  and  no  doubt  greatly  facilitate  his  financial 
schemes.  Mr.  George  L.  Carter  was  associated  with  Mr.  Dulaney  for  a  number  of 
years  and  could  give  Mr.  Rhett  or  the  Senator  a  line  on  Mr.  Dulaney 's  methods  of 
accomplishing  results.  If  the  owners  of  the  Clinchfield  should  find  that  the  Southern 
Railway  was  imdisposed  to  frankly  cooperate  along  lines  with  the  understandings  that 
now  exist  to  handle  coal  through  to  Charleston,  our  **  fighting  blood  "  would  be  up,  too, 
but  I  have  no  idea  whatever  that  I  shall  make  any  such  discovery. 

You  ask  me  to  treat  your  letter  confidentially  and  I  will  do  so.  I  wish  you  would 
permit  me  to  show  it  to  the  Southern  Railway  and  to  Mr.  C.  H.  Zehnder — a  very  inti- 
mate friend  of  mine  and  who  is  one  of  Mr.  Dulaney's  associates  in  the  Black  Moimtain 
development.  I  may  say  to  you  further  that  I  regard  Mr.  Dulaney  as  the  most  adroit, 
plausible,  and  impressive  man  I  have  ever  known. 
Yoiurs,  very  truly, 

Mark  W.  Potter,  President. 


Carolina,  Clinchfield  &  Ohio  Railway, 

U  Broad  Street,  New  York,  July  1,  191S. 
Mr.  W.  W.  Finlby, 

President  Soutnem  Railway  Co.,  Washington^  D.  C. 

Dear  Mr.  Finley:  I  have  not  heard  from  you  regarding  the  Charleston  matter, 
nor  do  I  understand  why.  We  have  been  talking  about  exporting  coal  through 
Charleeton  now  for  some  years  and  have  made  an  arrangement  to  put  in  the  rate. 
I  have  finally  ^tten  people  worked  up  to  the  point  of  being  ready  to  put  in  coal- 
handling  facilities.  It  is  unfortunate  that  just  at  this  moment  I  should  meet  with 
delay.  That  we  are  ready  to  proceed  with  our  facilities  is  known  very  generally 
and  I  do  not  want  the  responsibility  for  the  delay  laid  at  my  door.  I  hope  you  will 
be  able  to  give  this  matter  your  attention  very  shortly. 
Yours,  very  truly, 

(Signed)  Mark  W.  Potter,  President, 


July  1,  1913. 
Mr.  Mark  W.  Potter, 

President  Carolina,  Clinchfield  &  Ohio  Railway, 

U  State  Street,  New  York,  N.  Y. 

My  Dear  Mr.  Potter:  In  answer  to  your  letter  of  June  12,  I  beg  to  say  that,  as 
you  know  from  our  conference  here  a  couple  of  months  or  more  ago,  I  have  for  some 
time  been  feeling  much  concern  as  to  wnat  our  obligations  will  oe  as  to  fumishicg 
€xport  facilities  for  coal  at  Charleston.  At  that  conference  I  advised  you  of  the  fact 
that  I  had  come  to  believe  that  it  would  be  necessary  for  this  company,  if  we  engaged 
in  the  transportation  of  coal  to  Charleston  for  shipment  beyond  Charleston  Harbor, 
to  provide  in  some  way  for  facilities  for  such  shipments  wnich  would  be  available 
for  mines  located  on  our  own  lines,  as  well  as  for  any  other  coal  we  might  participate 
in  carrying  to  that  harbor. 

In  order  to  meet  this  situation,  I,  in  the  conference  referred  to,  suggested  to  you 
for  consideration  the  possibility  of  a  joint  arrangement  between  your  company  and 
the  Southern  for  the  construction  of  facilities  that  would  be  open  to  the  whole  ship- 
ping public. 

As  I  understand  it,  you  then  expressed  yourself  personally  as  unqualifiedly  in 
^vor  of  this  suggestion  and  said  you  would  recommend  it  to  your  people.  Later 
you  informed  us  that  the  suggestion  could  not  be  accepted,  and  now  in  your  letter 
of  the  12th  of  June  you  return  to  the  old  suggestion  and  send,  with  certain  sugges- 
tions as  to  alterations,  the  draft  of  contract  submitted  to  you  in  March,  1912.  The 
*naiigement  covered  by  this  draft  provides  only  for  the  transportation  of  coal  from 
niines  on  the  Clinchfield  road  to  Charleston  for  shipment  beyond  Charleston  Harbor 
by  means  of  private  facilities  to  be  provided  by  the  Holston  Co.  and  which  shall 
not  be  available  to  any  shipper  except  those  admitted  by  private  contract  with 
the  Holston  Co. 

Afl  you  are  aware  from  the  various  conferences  which  have  taken  place  between 
ns  and  from  your  general  knowledge  of  business  conditions,  the  situation  has  greatly 
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changed  and  broadened  since  the  plan  set  out  in  the  draft  of  contract  submitted  to 
you  in  March,  1912,  and  held  by  you  in  abeyance  since  that  time. 

At  that  time  the  interest  of  any  shippers  except  those  on  the  Clinchfield  road,  in 
the  matter  of  shipping  coal  through  Charleston  Harbor,  seemed  to  be  more  academic 
than  of  practical  importance,  almough,  following  many  conferences  on  the  subject 
which  began  practically  at  the  time  the  general  question  of  exporting  coal  through 
Charleston  commenced  to  be  considered  between  us,  we  also  in  March,  1912,  sub- 
mitted to  you  a  draft  of  contract  covering  facilities  for  shipment  of  coal  from  minee 
on  the  lines  of  the  Virginia  &  Southwestern  to  Charleston  and  the  transshipment  of 
such  coal  over  the  facilities  of  the  Holston  Co.  for  points  beyond  Charleston  harbor. 

In  tiie  15  months  during  which  you  have  held  the  Clinchfield  draft,  tJie  situation, 
so  far  as  we  are  concerned,  in  respect  to  providing  export  facilities  at  Charleston 
for  shippers  on  our  lines,  has  as  you  were  informed  ceasea  to  be  academic  and  has  be- 
come very  pressing  and  practicad,  and  has  grown  to  be  one  for  which  in  some  way  we 
must  find  a  solution. 

That  situation  would  seem  to  us  to  become  even  more  exigent  and  pressing  if  we 
now  enter  into  the  arrangement  previously  contemplated  in  respect  to  the  Holston  Co. 
That  arrangement  involves  the  establishment  by  the  Clinchfield  interests  of  private 
coal  termiiSds  at  Charleston  for  the  transshipment  of  export  and  coastwise  coal,  which 
shall  not  be  open  to  shippers  generally  and  which  are  not  to  be  regarded  as  a  part  of  the 
transportation  facilities  open  to  the  public.  Shippers  dependerrt  on  the  Southern  and 
its  associated  lines  for  shipping  facilities,  are  expressly  excluded  by  the  correspondence 
from  any  present  contract  rights  and  practically  excluded  by  tne  terms  of  the  pro- 
posed contract,  except  as  they  may  hereafter  be  accorded  contract  rights  at  the  dis- 
cretion of  the  Holston  Co.  In  order  to  accomplish  this  result,  we  are  to  become  a 
party  to  the  proposed  contract  and  thereby  to  facilitate  the  establishment  of  what  is 
n  effect  a  transportation  facility  and  so  defined  by  the  act  to  regulate  commerce, 
^om  which  certain  shippers,  including  those  on  our  own  lines,  are  to  be  or  may  be 
excluded. 

If  we  do  enter  into  this  arrangement,  what  answer  can  we  make  to  shippers  on  our 
lines  who  are  clamoring  for  just  such  reshipment  transportation  unities  at  Charles- 
ton? By  entering  into  this  arrangement  do  we  not  make  it  certain  that  it  will  become 
immediately  necessary  for  us  to  establish  such  terminals  at  Charleston  on  our  own 
account,  and  do  we  not  make  the  matter  so  pressing  that  we  will  have  to  enter  upn 
it  irrespective  of  the  question  of  convenience  or  inconvenience  to  us  of  constructmg, 
wholly  at  our  own  expense,  these  facilities  at  any  given  time? 

What  answer  will  be  able  to  make  to  our  shippers  when  they  point  to  the  fact  that 
we  have  become  a  party  to  an  arrangement  by  which  transshipping  ^Eicilities  are  pro- 
vided at  Charleston  for  mines  on  the  Clinchfield  road,  from  which  they  are  excluded, 
except  to  make  the  answer  that  we  will  at  once  provide  other  facilities  of  our  own, 
to  which  the  whole  shipping  public  shall  be  admitted  as  to  a  public  service  trans- 
shipment facility? 

These  considerations  have  become  strong  and  controlling  with  us  because  of  the 
development  within  recent  months  of  the  necessities  of  shippers  and  business  policies 
dependent  on  us  for  service. 

W^ile,  unless  we  enter  into  an  arrangement  whereby  through  our  cooperation  such 
fcicilities  are  furnished  to  a  part  of  the  public,  we  are"at  liberty,  as  a  matter  of  law, 
to  refrain  from  establishing  such  facilities  at  any  given  port,  either  altogether  or  until 
financially  convenient,  we  would,  it  seems  to  us,  not  be  in  a  position  to  decline  to 
furnish  them  at  once  in  case  we  do  enter  into  a  cooperative  arrangement  to  make  such 
focilities  available  to  a  restricted  portion  of  the  shipping  public. 

Moreover,  it  may  be  worthy  of  your  consideration,  whether,  if  the  Clinchfield- 
railroad  interests  provide,  as  you  say,  such  facilities  for  use  in  connection  with  the 
Clinchfield  road,  confining  them  to  the  use  of  a  part  of  the  public  only  by  attempting 
to  treat  them  as  a  private  facility  and  enterprise,  the  courts  will  not  look  through 
the  form  into  the  substance,  and  declare  that  such  an  arrangement  is  unlawful,  unless 
the  public  be  admitted  to  equal  use  of  the  whole  plant,  railroads  and  transshipment 
faciUties  being  considered  as  an  indivisible  entirety  because  of  the  substance  of  the 
transactions  and  the  necessities  of  the  public  use. 

However  this  possibility  may  appeal  to  your  mind,  the  considerations  I  have 
mentioned  lead  me  to  suggest  that  it  would  not  seem  wise  or  business  like  on  the 
part  of  either  of  us  to  establish  at  Charleston  two  sets  of  facilities  for  transshipment 
of  coal  competing  for  the  same  business,  one  of  which  would,  doubtless,  soon  be 
foimd  altogether  superfluous  and  useless. 

The  changed  conditions  which  we  at  least  are  not  in  a  condition  to  ignore,  would 
seem  to  make  it  the  part  of  wisdom  to  consider  again  whether  a  joint  arrangement  is 
not  practicable,  in  the  expenses  of  which  both  your  railway  company  and  this  shsJl 
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participate,  in  order  to  furnish  with  the  least  economic  waste  the  facilities  which 
the  coi-mining  public  tributary  to  our  respective  lines  may  use  for  the  purpose  of 
engaging  in  the  coastwise  and  foreign  coal  trade  through  Charleston. 

I  trust,  therefore,  you  will  see  the  reasonableness  of  reopening  the  discussion  on 
the  aspect  I  suggested  to  you  in  our  interview  some  months  ago  above  referred  to, 
of  seeking  to  find  a  basis  for  the  establishment  at  Charleston  by  our  railways  jointly 
of  adequate  transshipment  facilities  for  coal  which  shall  be  open  to  the  use  of  the  whole 
shipping  public. 

It  would  certainly  see^i  to  be  true  that  in  view  of  the  length  of  time,  now  consid- 
erably more  than  three  years,  which  has  elapsed  without  action  in  respect  to  a  matter 
three  years  a^o  considered  as  ready  to  be  undertaken,  and  the  important  changes 
in  conditions  in  the  intervrl,  the  subject,  not  in  respect  to  the  amount  of  the  rates, 
but  in  respect  to  the  facilities  to  be  i)ro"v  ided  at  Charleston,  and  the  modifications 
the  necessity  for  such  fertilities  have  si:gge8ted,  should  now  be  considered  on  a  broader 
basis  and  with  due  recognition  of  the  practici;,l  situation  at  this  time  confronting  ua. 
Yours,  very  truly, 

(Signed)  W.  W.  Finley,  President, 

P.  S. — Since  the  above  wi^s  written  I  have  received  your  letter  of  the  1st  instant 
complaiiiing  of  my  delay  in  acting  on  your  letter  of  June  12.  While  I  am  sorry  if  my 
failure  to  make  earlier  reply  has  inconvenienced  you,  I  must  express  surprise  at  your 
reference  to  delay,  in  view  of  the  fact  that  you  have  held  the  matter  up  several  years, 
ar.d  have  held  the  proposed  di-aft  of  contrac  t  in  your  hands  without  any  action  what- 
ever since  March,  1912. 

(Copies  to  JMC  EBS  APT.) 


Carolina,  Clinchfield  &  Ohio  Railway, 

U  Broad  Street,  Nco  York,  July  10,  WIS. 
Mr.  W.  W.  Finley, 

President  Southern  Railway  Co.,  Washington,  D.  C. 

Dear  Mr.  Finley:  I  have  your  letter  of  the  let  instant  regarding  Charleston  ter- 
minal. I  may  be  entirely  wrong  iu  my  view,  but  I  can  not  see  how  by  any  possibility 
the  right  of  tne  railroads  to  put  in  a  rate  on  export  coal  would  be  made  dependent 
upon  the  character  of  facilities  for  loading  it  or  upon  the  ownership  of  these  facilities. 
According  to  my  notion,  it  is  entirely  immaterial  whether  the  pier  is  a  high  trestle 
or  whether  it  is  a  low  derrick  or  whether  wheelbarrows  are  used.  It  is  simply  a  ques- 
tion as  to  whetlier  the  coal  is  transshipped.  Ownership  of  the  facilities  can,  in  my 
judgment,  have  no  bearing  whatever. 

A\'hen  you  spoke  to  me  regarding  a  joint  arrangement,  my  disposition  was  to  try  to 
bring  about  a  condition  agreeable  to  you,  as  has  alwavs  been  my  disposition  in  every- 
thing. I  am  sure  you  do  not  wish  to  regard  my  ofmand,  spontaneous  statement  as 
an  agreement.  I  meant,  as  you  must  have  understood,  that  my  disposition  was  to 
do  everything  that  could  be  done  consistently  with  the  carrying  out  of  our  plans, 
'^'hen  I  thougnt  the  matter  over,  it  did  not  seem  possible  to  carry  out  our  plans  under 
a  joint  arrangement.  I  do  not  see  that  the  fact  that  the  situation  has  cnanged  has 
anything  to  do  with  the  matter.  We  never  iu  any  of  our  talks  have  had  any  Uiought 
of  the  Clinchfield  RaQway  being  interested  in  the  facilities  It  was  always  under- 
stood that  they  were  to  be  built  by  the  Holston  Corporation,  which  has  nothing  to 
do  with  the  Clinchfield  Railway.  Originally  you  required  it  to  be  distinctly  under- 
stood that  the  railways  be  imder  no  obligation  to  furnish  facilities.  I  have  been  trying 
to  develop  business  for  our  railway  and  for  your  railway,  and  I  have  arranged  to  nave 
facilities  constructed  by  Holston  Corporation.  I  can  not  see  why  you  should  object 
to  receiving  business  for  your  company  and  for  mine  in  that  way. 

There  is  absolutely  no  possibility  of  any  charge  of  discrimination.  You  are  putting 
in  the  rate  at  the  request  of  a  conipany  that  does  not  require  you  to  put  in  any  facil- 
ities. That  rate  is  available  to  anyone  else.  If  any  other  concern  desires  to  ship 
coal,  it  is  up  to  him  to  either  furnish  his  own  facilities  or  to  arrange  with  the  Holston 
Corporation.  Please  bear  in  mind  that  the  Clinchfield  Railway  has  nothing  to  do 
with  those  facilities  in  any  way,  shape,  or  form,  and  is  not  to  furnish  any  of  the  money 
for  them. .  The  facilities  are  to  be  a  private  enterprise,  as  you  have  always  understood. 
When  the  Holston  Corporation  is  willing  to  engage  in  business  at  Charleston,  which 
means  the  furnishing  of  tonnage  to  the  Clinchfield  and  to  the  Southern  Railway,  I 
can  not  see  what  right  the  railways  have  to  decline  to  handle  such  tonnage  until  they 
can  force  the  Holston  Corporation  to  manage  its  facilities  in  some  way  which  may  not 
be  profitable  to  it. 
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I  have  been  trying  to  develop  business.  I  would  have  been  ^lad  if  Mr.  Wentz, 
or  anyone  else,  had  built  facilities,  and  I  feel  that  I  have  done  considerable  in  making 
progress  toward  the  establishment  of  facilities  by  Holston  Corporation.  That  cor- 
pDratian  now  feels  that  because  of  the  relation  of  its  owners  to  the  Clinchfield  Railway 
and  the  Clinchfield  Coal  Corporation  it  is  in  position  to  secure  tonnage  in  a  manner 
where  it  can  be  economically  handled  with  least  capital  outlay.  In  order  to  accom- 
plish this  tonnage  must  be  handled  in  a  systematic,  orderly  manner,  each  party 
actuated  by  a  desire  to  promote  economy.  If  facilities  were  to  be  provided  for  per- 
sons not  actuated  by  such  desire,  it  would  be  impossible  to  handle  tonnage  without 
a  much  greater  outlay,  and  I  am  not  sure  it  would  be  possible  to  handle  it  at  Ch?rles- 
ton  at  all. 

There  never  has  *been  any  chance  for  any  misimderstanding  about  the  Virginia  d 
Southwestern.  If  you  will  refer  to  the  correspondence,  you  will  see  that  from  3ie  first 
I  have  insisted  that  the  two  subjects  be  kept  entirely  separate  and  distinct.  It  was 
my  fear  of  just  such  situations  as  are  being  forced  upon  me  to-day  that  led  me  to  take 
a  determined  stand  upon  this  question.  I  originally  told  you  that  the  Clinchfield 
arrangement  must  be  worked  out  separately  and  before  the  other,  and  I  have  never 
taken  any  other  position,  and  no  other  position  can  in  foimess  be  asked.  You  have 
not  been  prejudiced  by  the  delay  and  have  never  given  any  indication  that  you  were 
anxious  to  have  the  facilities  established.  I  have  been  worJdng  very  hard  to  brine 
about  the  establishment  of  the  facilities  as  soon  as  I  could  see  business  that  would 
warrant  them,  and  I  have  been  doing  this  for  your  company  as  well  as  for  the  Clinch- 
field.  If  the  Southern  Railway  desires  to  establish  handling  facilities  at  Charleston, 
I  have  not  the  slightest  objection.  But  I  see  no  reason  why  I  should  endeavor  to 
force  an  outside,  independent  company  to  furnish  facilities^  for  your  company  or 
for  your  shippers,  or  to  operate  in  an  expensive  manner,  especially  in  view  of  the  fact 
that  I  have  given  you  every  reasonable  assurance  that  as  a  private  enterprise  proper 
facilities  coiud  be  arranged  for  any  fair-minded  shipper. 

If  your  company  has  a  plan  for  the  establishment  of  facilities  and  desires  the  coop- 
eration of  the  Clinchfield  Kail  way,  and  will  submit  )rour  plan  to  me  and  tell  me  what 
you  want  us  to  do,  I  will  give  it  prompt  consideration;  but  this  must  be  quite  sep- 
arate and  distinct  from  the  present  plan  we  have  been  working  on.  I  must  know 
whether  it  is  your  intention  to  proceed  upon  the  lines  we  originally  agreed  upon. 

I  will  take  up  the  V.  &  S.  W.  contract  after  we  have  put  our  original  oral  under- 
standing into  contract  form. 

Whether  shippers  on  the  Southern  Railway  can  compel  the  Southern  Railway 
to  put  in  facilities  is  a  question  you  will  have  to  decide,  but  it  has  no  bearing  on  the 
question  as  to  whether  vou  will  put  in  the  rate  at  the  request  of  a  concern  that  does 
not  ask  you  to  furnish  them. 

You  ask  the  question:  '*If  we  do  enter  into  this  arran^ment,  what  answer 
can  we  make  to  shippers  on  our  lines  who  are  clamoring  for  just  such  reshipment 
transportation  facilities  at  Charleston?  "  The  obvious  answer  to  this  is  that  you  will 
do  for  any  shipper  just  what  you  are  doing  for  the  Holston  Corporation;  that  your 
rate  is  available  to  anyone  who  will  provide  his  own  facilities.  You  do  not,  in  my 
judgment,  by  entering  into  this  agreement,  make  it  certain  that  it  will  be  immedi- 
ately necessary  for  you  to  establish  such  facilities  at  Charleston.  On  the  other  hand, 
the  establishment  of  facilities  by  the  Holston  Corporation  is  a  recogiiition  by  an 
iinportant  interest  that  you  are  under  no  obligation  to  furnish  such  facilities. 

You  ask  what  answer  you  will  be  able  to  make  to  your  shippers  when  they  point  to 
the  fact  that  you  have  become  a  party  to  an  anangement  by  which  transsnipping 
facilities  are  provided  at  Charleston  for  mines  on  the  Clinchfield  road  from  which  they 
are  excluded.  The  obvious  and  conclusive  answer  that  you  may  make  is  that  you 
will  do  exactly  the  same  for  any  other  interest  that  wants  to  provide  its  own  fadUties. 
If  you  were  furnishing  facilities  and  giving  the  Holston  Corporation  the  exclusive  iise 
thereof,  there  would  be  a  chance  for  criticism,  but  as  you  are  not  furnishing  facihties 
but  merely  the  rate,  available  to  all  who  will  use  it,  as  the  Holston  will  use  it,  I  can 
not  see  the  slightest  danger  of  criticism. 

I  note  the  following  paragraph  in  your  letter: 

"While,  unless  we  enter  into  an  arrangement  whereby  through  our  cooperation 
such  facilities  are  furnished  to  a  part  of  the  public,  we  are  at  liberty,  as  a  matter  of 
law,  to  refrain  from  establishing  such  facilities  at  any  given  port,  eitner  altogether  or 
until  financially  convenient,  we  would,  it  seems  to  us,  not  be  in  a  position  to  decline 
to  furnish  them  at  once  in  case  we  do  enter  into  a  cooperative  arrangement  to  make 
such  facilities  available  to  a  restricted  portion  of  the  shipping  public." 

In  my  opinion,  as  a  lawyer,  it  is  utterly  impossible  to  support  this  position,  and  1 
will  undertake  to  demonstrate  to  anyone's  satisfaction  the  unsoundness  of  any  such 
proposition.    But,  as  a  matter  of  fact,  you  are  not  cooperating  to  establish  any  facili- 
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ties.    You  are  putting  in  a  rate  without  facilities,  available  to  anyone  who  wishes  to 
furnish  his  own  facilities. 
I  further  quote  from  your  letter: 

"Moreover,  it  may  be  worthy  of  your  consideration,  whether,  if  the  Clinchfield 
railroad  interests  provide,  as  you  say,  such  facilities  for  use  in  connection  with  the 
Clinchfield  road,  confining  them  to  the  use  of  a  part  of  the  public  only  by  attempting 
to  treat  them  as  a  private  facility  and  enterprise,  the  courts  will  not  look  through  the 
form  into  the  substance,  and  declare  that  such  an  arrangement  is  unlawful,  unless  the 
public  be  admitted  to  equal  use  of  the  whole  plant,  railroads  and  transshipment 
ocilities  being  considered  as  an  indivisible  entirety  because  of  the  substance  of  the 
transactions  and  the  necessities  of  the  public  use." 

I  am  at  a  losp  to  understand  how  such  a  paragraph  got  irito  your  letter,  in  view  of 
the  oft-repeated  statement  that  the  Clinchfield  Railway  would  have  nothing  to  do 
with  these  facilities;  that  it  had  no  interest  in  the  land  at  Charleston,  that  it  would 
uot  provide  the  money  for  their  construction,  or  receive  any  profit  from  or  bear  any 
loss  of  their  operation.  There  is  no  ''attempt"  to  treat  them  as  a  private  facility. 
They  are  in  fact  a  private  faculty  and  anyone  who  looks  through  the  form  into  the 
substance  will  find  that  out,  and  nothing  else. 

I  aq^^ea  with  you  that  it  would  be  unbusi)iesslike  to  establish  two  sets  of  facilities 
and  there  is  not  the  slightest  danger,  in  my  judgment,  that  duplicate  facilities  will  be 
established.     The  time  will  probably  come,  however,  when  there  will  be  two  sets 
of  facilities  and  probably  more  than  two  sets.     If  the  railroads  establish  facilities 
for  the  use  of  all,  there  certainly  could  be  no  reason  why  the  same  rate  should  not 
be  available  to  some  one  who  would  build  his  own  facilities,  and  the  situation  is  not 
altered  merely  because  the  independent  facility  is  first  built.     I  think  you  must 
asree  with  me  that  in  view  of  what  I  said  in  my  earlier  letter,  that  if  the  facilities 
there  contemplated  are  put  in,  they  can  not  be  put  in  by  the  railway.     I  regard  the 
character  of  the  plant  referred  to  and  the  method  of  operation  set  forth  necessary'- 
to  the  operation  of  the  business.     I  can  not  consent  to  an  agreement  that  the  arrange- 
ment will  be  joint,  and  then  take  up  the  question  of  the  character  of  the  arrangement. 
Ihave  no  right  to  ask  the  Holstou  Corporation  or  the  crentlemen  in  it  to  put  themselves 
in  position  where  it  can  carry  out  no  plan  and  pursue  no  method  of  operation  which 
does  not  meet  with  the  appro  . al  of  the  Soutliern  Railway.     If  you  ha^e  a  plan  con- 
templating a  joint;  an*aiigement  between  the  two  railways,  I  will  be  glad  to  coiisider 
it,  if  you  will  submit  it  to  me,  but  e  e:\  if  such  a  plan  were  to  be  discussed  or  adopted, 
there  is  no  reason  why  we  should  not  facilitate  an  outsider  who  is  willing  to  furnish 
his  own  facilities.     Nor  do  I,  after  a  hard  struggle  to  put  one  plan  through,  wish  to 
take  up  the  burden  of  working  out  another. 

I  see,  after  long  study,  little  hope  of  working  out  a  proper  arrangement  for  facilitiei 
operated  bj^  the  railways,  in  view  of  the  conditions  as  they  exist  at  Charleston.     If  the 
agreement  is  signed  up  along  the  present  line,  I  will  then  take  up  with  you  the  matter 
01  Working  out  a  joint  arrangement,  and  if  a  satisfactory  one  can  be  worked  out,  per- 
haps it  may  be  substituted  for  the  present  one,  but  I  am  not  willing  to  have  the  present 
agreement  and  understanding  imperiled  by  any  inability  to  work  out  a  joint  arrange- 
ment.   I  have  been  telling  my  people  for  a  long  time  that  we  have  an  understanding 
^th  the  Southern.    On  tlie  strength  of  this  understanding  I  have  spent  twenty  or 
thirty  thousand  dollars  in  working  out  our  present  plans.    I  can  not  at  this  stage  regard 
the  general  subject  as  open  or  admit  that  I  have  not  been  on  firm  ground,  or  that  I 
Diisrepresented  the  situation  to  my  principals.    The  difference  between  us  perhaps  is 
not  great.     I  am  willing  to  endeavor  to  work  out  a  joint  arrangement  with  you,  but 
if  we  can  not  agree  upon  a  joint  arrangement,  I  then  want  to  have  the  present  arrange- 
ment to  fall  back  on,  and  I  can  not  consent  to  consider  the  matter  as  open,  when  Sie 
effect  of  failing  to  agree  upon  another  arrangement  would  leave  us  without  any  plan 
and  put  me  in  an  unbusinesslike  and  absurd  position.     I  am  sure  that  my  position  in 
this  matter  is  absolutely  fair  and  that  I  am  entitled  to  ask  you  to  recognize  this  and 
I»X)ceed  along  the  ori^nal  lines  at  the  present  moment.    As  soon  as  all  doubt  is  re- 
ttioved  as  to  the  effectiveness  of  the  plans  that  have  heretofore  been  worked  out,  I  will 
be  glad  to  consider  any  modification  or  readjustment  that  seems  to  you  desirable. 
Very  truly,  yours, 

Mark  W.  Potter,  President, 

P.  S. — ^My  belief  that  your  other  prominent  shippers  will  recognize  the  propriety 
>f  independent  facilities  is  perhaps  confirmed  by  the  fact  that  Mr.  Wentz  has,  I  am 
oformed,  already  under  option  two  properties  at  Charleston  on  which  he  is  consid- 
ring  the  erection  of  facilities.  It  seems  to  me  that  if  all  the  different  coal  interests 
ere  to  erect  independent  coaling  facilities  there  it  would  be  a  very  attractive  situation 
)  far  as  the  railways  are  concerned. 

M.  W.  P. 
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30  Church  Street,  New  York,  N.  Y.,  July  17,  191S. 
Office  memorandum  : 

Conference  in  New  York,  July  17,  1913,  at  which  the  following  were  present: 
Mark  W.  Potter,  H.  B.  Spencer,  *A.  P.  Thom.  W.  \\ .  Finley. 

The  Charleston  situation  was  thoroughly  canvassed  and  an  understanding  reached 
that  a  proper  contract  will  be  entered  into  ])etween  the  Holston  Corjwration  and  the 
Southern  Railway  Co. 

Mr.  Potter  was  put  on  notice  that  this  will  be  immediately  followed  by  some  steps  on 
the  part  of  the  Southern  Railway  Cu.  to  provide  facilities  for  all  shippers  of  coal  on  its 
lines  who  may  have  shipments  for  transshipment  at  Charleston,  either  through  some 
joint  arrangement  with  the  Clinchfield  interests  or  otherwise. 

Mr.  Potter  expresoed  his  desire  to  take  up  the  matter  after  the  conclusiop  with  the 
Holston  Corporation  for  the  piupose  of  seeing  if  the  situation  could  be  worked  out 
jointly. 

W.  W.  F. 

24  Bboad  Street,  New  York,  Jtdy  2S,  1913. 
Mr.  W.  W.  Finley, 

President  Southern  Railway  Co.,  Washington^  D.  C. 

Dear  Mr.  Finley:  I  have  received  a  letter  from  Mr.  Thom  regarding  the  proposed 
Charleston  rate.  I  assume  the  position  which  he  has  taken  is  taken  with  your  appro^^ 
I  am  glad  to  know  the  attitude  of  your  company  upon  this  question,  though  1  regret 
it  has  been  foimd  necessary  to  take  it  In  the  manner  in  which  it  has  been  taken.  1 
regard  this  contract  in  its  present  form  as  a  poor  effort  to  observe  and  effectuate  in  a 
:^r  and  reasonable  manner  the  contract  which  I  have  made  with  you,  representing 
your  company,  and  the  Holston  Corporation.  There  squarely  rests  upon  your  com- 
pany the  responsibility  for  delay  in  the  establishment  oi  tJie  most  up-to-date  modem 
coal-handling  facilities  at  Charleston.  The  attitude  now  taken  by  Mr.  Thom  is  in 
perfect  harmony  with  the  statement  Mr.  Wentz  is  making — that  the  Holston  interests 
will  not  establish  facilities.  I  still  hope  you  will  see  the  wisdom  and  necessity  for 
facilitating  this  development  in  line  with  our  original  understanding.  All  I  ask  is 
reasonable  protection  for  the  investment  we  are  ready  to  make  to  enable  us  to  fumifih 
tonnage  in  large  volume  to  your  company  and  the  Clinchfield  and  to  furnish  a  large, 
needed  outlet  for  southwest  Virginia  coal.  The  contract  now  submitted  by  Mr.  Thom 
has  absolutely  no  effect  as  a  protection  to  this  investment.  In  fact,  it  takes  away  much 
in  the  way  of  protection  that  the  contract  originally  drawn  by  him  afforded.  I  can 
do  no  more  until  I  advise  my  board  of  directosr  of  the  situation  and  take  their  in- 
structions, beyond  valuing  the  lesson  I  have  learned. 
Yours,  very  truly, 

(Signed)  Mark  W.  Potter,  President, 


July  25,  1913. 
Mr.  Mark  W.  Potter, 

President  C.  C.  6c  0.  Ry.,  H  Broad  Street,  New  York. 

Dear  Mr.  Potter:  I  have  your  letter  of  the  23d  instant. 

I  can  not  agree  with  you  in  your  interpretation  of  the  draft  of  contract  submitted  to 
you  by  Mr.  Thom  in  the  matter  of  the  Tlolston  Corporation.  It  seems  to  me  that  it  is 
in  every  way  a  proper  contract  from  the  point  of  view  of  the  Holston  Corporation,  and 
I  do  not  see  that  anything  else  would  properly  protect  any  of  the  carriers  connected 
with  it. 

In  your  letter  you  make  no  criticism  of  any  detail,  and  therefore  there  is  no, especial 
point  for  me  to  refer  to.  I  note  that  you  are  not  in  position  to  go  further  in  the  matter 
until  you  hear  from  your  board  of  directors,  after  which  the  officials  of  this  company 
will  be  ready  to  discuss  with  you  any  matter  which  you  desire  to  bring  to  their  atten- 
tion in  this  connection. 

I  may  leave  for  Europe  early  next  week.  I  had  hoped  to  be  able  to  conclude  this 
matter  before  that  time,  but  inasmuch  as  you  are  not  ready  that  may  be  now  out  of 
the  question. 

Yours,  truly, 

(Signed)  W.  W.  Finley,  President. 
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HoLSTON  Corporation, 
24  Broad  Street,  New  York, 

AugiLSt  7,  191S. 

Mr.  W.  W.  FiNLBY,  President  Southern  Railway  Co.j  Washington,  D.  C. 

Dear  Mr.  Fin  ley:  I  have  your  letter  of  the  25  th  ultimo,  which  was  forwarded  to 
me  in  the  country.  I  am  sorry  you  feel  that  the  draft  of  contract  submitted  to  me  by 
Mr.  Thorn  is  in  proper  form.  I  did  not  make  criticism  in  detail,  because  the  draft 
seemed  to  me  to  be  defective  in  respects  that  I  pointed  out  in  my  prior  letters  to  you. 
My  recollection  was  that  it  was  distinctly  understood  between  us  that,  if  the  putting 
in  of  a  low  rate  on  coal  for  transshipment  should  eventually  be  used  as  evidence  again^ 
us  upon  the  question  as  to  what  was  fair  and  reasonable  as  a  local  rate,  or  even  be 
adopted  as  a  measure  of  what  is  fair  and  reasonable,  you  would  not,  because  of  this 
fact,  expect  to  withdraw  the  export  rate.  My  distinct  recollection  was  that  you  said 
that  the  only  right  to  withdraw  the  export  rate  would  be  in  the  event  that  it  should  be 
adjudicated  that  an  export  rate  lower  than  the  local  rate  was  unlawful  because  of  an 
absolute  loi^-and-short  haul  provision.  The  use  of  such  words  as  "impracticable" 
and  "any  ruling"  in  the  contract,  as  submitted  by  Mr.  Thom,  seems  to  me  to  leave 
the  meaning  of  that  contract  so  uncertain  as  to  make  the  contract  of  little  or  no  pro- 
tection. Five  and  ten  year  periods  are  not  very  long,  but  much  can  happen  within 
such  a  period,  and  it  is  conceivable  that,  before  the  expiration  of  even  a  five-year 
period,  the  work  of  the  present  Southern  Railway  officials  might  have  to  be  taken  up 
by  others,  who  would  not  appreciate,  as  you  do,  the  present  situation.  I  think  we 
were  entitled  to  a  clean-cut  contract,  stating  the  circumstances  under  which  the  rate 
could  be  withdrawn,  and  that  we  should  not  be  left  to  the  protection  of  doubtful  and 
ambiguous  phrases. 

Yours,  very  truly, 

(Signed)  Mark  W.  Potter, 

President. 


Southern  Railway  Co., 
New  York,  September  19,  1913. 
Mr.  W.  W.  FiNLEY, 

President,  Washington,  D.  C, 

Dear  Sir:  The  board  of  directors  at  meeting  held  to-day  authorized  the 
purchase  from  Magnolia  Cemetery  of  about  120  acres  of  land,  with  4,000  feet 
of  river  front  at  Charleston,  S.  C,  for  development  of  coal-handling  facilities, 
at  estimated  cost  of  $100,000. 
Your  file  on  this  subject  is  returned  herewith. 
Yours,  very  truly, 

R.  D.  Lankford, 
Vice  President  and  Secretary. 
(Copy  to  Mr.  Plant.) 

Washington,  September  24,  1913. 
Ofice  memorandum. 

Purchase  of  property  in  Charleston,  S.  C. 

In  a  conference  with  Vice  President  Spencer  I  authorized  him  to  conclude  the 
f^Urchase  of  this  property  in  accordance  with  the  authority  of  the  board. 

•  W.  W.  F. 


January  16,  1914. 
-*^r.  Fairfax  Harrison, 

President  Southern  Railway  Co.,  Washington,  D.  G. 

My  Dear  Mr.  Harrison  :  Some  years  ago  I  submitted  to  Mr.  Finley  a  plan 
"^cir  the  establishment  of  improved  railway  facilities  between  Columbia  and 
^iarleston,  S.  C,  for  the  joint  account  of  the  Atlantic  Coast  Line,  Southern 
:J^allway,  and  Clinchfield  Railway.  This  plan  contemplated  the  utilization  of 
^^e  Southern  Railway  between  Columbia  and  Congaree,  the  construction  of  new 
^Jlleage  between  Congaree  and  Elloree,  use  of  the  Atlantic  Coast  Line  between 
^illoree  and  Eutawvllle,  the  construction  of  new  mileage  between  Eutawville 
^nd  Otranto,  and  the  use  of  the  Coast  Line  from  Otranto  to  Charleston. 

The  plan  contemplated  improving  the  present  mileage  of  the  Southern  Rail- 
'^'ay  and  the  Coast  Line  so  utilized.  Such  a  line  would  be  112  miles  long,  or 
^S  miles  shorter  than  the  present  Southern  Railway  line,  and  24  miles  shorter 
t^lian  the  present  Atlantic  Coast  Line  between  Columbia  and  Charleston. 
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The  figures  which  I  then  had  before  me,  as  to  cost,  contemplated  a  line  that 
would  have  grades  not  over  two-tenths  of  1  per  cent  against  southbound  traffic, 
nor  over  five-tenths  of  1  per  cent  against  northbound  traffic. 

New  line??,  55  miles $1,555,000 

Revision  of  the  57  miles  of  existing  line,  ballasting,  strengthening 

bridges,  new  rail,  etc.,  at  $10,000  per  mile 570,000 

Tot:»l  cost  of  new  line  and  revision  of  existing  line 2, 125,000 

Value  of  the  existing  line,  57  miles,  at  $25,000  per  mile 1,425,000 

Total  value  of  line 3,550,000 

Assuming  that  this  line  would  be  jointly  owned  by  the  Coast  Line,  Southern 
Railway,  and  the  Clinchfield  Railway,  the  proi)ortion  of  the  cost  of  new  con- 
struction and  revision  that  should  be  borne  by  each  of  the  three  companies, 
crediting  the  Southern  Railway  and  the  Coast  Line  with  the  present  value  of 
their  lines  used  in  this  combined  line,  would  be  as  follows : 

Southern    Ry_ $533, 333 

Atlantic  Coast  Line 408,333 

Clinchfield    Ry 1, 183, 334 


2, 125, 000 

It  seems  to  me  the  prospective  shipment  of  coal  in  large  volume  to  Charleston 
and  the  general  business  we  should  develop  through  the  port  of  Charleston  sug- 
gest the  expediency  of  improving  the  railway  facilities  between  Spartanburg 
and  Charleston  at  the  present  time.  The  Clinchfield  interests  would  be  glad 
to  cooperate  along  some  such  lines  as  those  above  mentioned. 

I  would  appreciate  it  if  you  could  make  an  appointment  with  me  to  discuss 
this  subject. 

I  am  writing  to  Mr.  Walters,  chairman  of  the  board  of  the  Atlantic  Coast 
Line,  in  line  with  the  above. 
Very  truly,  yours, 

Mark  W.  Potter,  President. 


New  York,  January  28,  1914. 
Mark  W.  Potter,  Esq., 

President  Carolina,  Clinchfield  &  Ohio  Railway, 

24  Broad  Street,  New  York. 

Dear  Mr.  Potter  :  I  duly  received  your  letter  of  January  16  containing  your 
suggestions  for  the  construction  of  a  new  line  from  Columbia  to  Charleston, 
using  portions  of  the  Southern  Railway  and  the  Atlantic  Coast  Line. 

We  will  be  prepared  to  discuss   this  matter   in  conference  with  you  and 
Mr.  Walters  at  some  mutually  convenient  time. 
Faithfully,  yours, 

Fairfax  Harrison,  President. 
(Copy  to  H.  B.  S.) 


New  York,  N.  Y.,  March  13,  1914. 
Mr.  Fairfax  Harrison, 

President  Southern  Railway  Co.,  Washington,  D.  C. 

Dear  Mr.  Harrison  :  This  is  to  comply  with  your  request  of  a  few  moments 
ago,  that  I  write  you  regarding  the  business  plan  for  our  proposed  coal  facilities 
at  Charleston.  In  doing  this  I  prefer  to  have  you  regard  my  letter  as  a  state- 
ment of  my  ideas  as  to  the  lines  along  which  the  business  plan  should  be 
worljed  out.  I  have  not  allowed  myself  to  become  committed  in  my  own  mind 
with  regard  to  very  much.  I  have  been  determined  to  keep  my  judgment  and 
my  sense  of  fairness  unfettered  by  a  dogmatic  adoption  of  any  particular  idea. 

I  have  believed  that  the  coal-handling  facilities  should  be  operated  as  a  pri- 
Yate  enterprise,  rather  than  as  a  public  facility.  I  have  believed  this  because 
I  have  felt  that  the  railroads  will  do  much  in  putting  in  a  $1.40  rate  per  gross 
ton  to  Charleston.  I  have  thought  that  they  should  not  be  burdened  with  ftny 
criticism  or  discontent  growing  out  of  the  handling  of  those  facilities.  The 
coal  which  received  the  benefit  of  the  transportation  rate,  should  bear  the 
burden  of  solving  the  local  loading  problems.  The  coal  should  bear  the  ex- 
pense of  carrying  and  operating  the  facilities,  and  it  should  not  come  out  of  the 
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rate  unless  and  until  the  $1.40  rate,  including  the  terminal  service,  be  necessary 
in  order  to  place  Virginia  coals  on  a  competitive  basis  with  coals  moving  to 
Chesapeake  Bay. 

To  accomplish  these  results,  I  feel  that  a  private  enterprise  not  subject  to  the 
jurisdiction  of  local  municipal  control  or  Government  regulation  should  have 
charge  of  these  faciltes.  I  have  felt,  too,  that  in  the  interest  of  the  coal,  as  dis- 
tinguished from  the  railway,  the  facilities  should  be  private  and  not  public. 
The  coal  should  be  in  a  position  where  it  can  be  stored  in  large  quantities  in 
bins,  receipts  being  issued  therefor,  which  could  be  used  by  the  coal  producers 
in  financing  their  operations.  The  coal  should  have  an  opportunity  to  be 
screened  in  order  that  lump  coal  free  from  slack  might  be  used  to  compete 
with  the  severest  competition  in  the  Mediterranean  and  South  American  ports. 
The  slack  coal  should  have  an  opportunity  to  be  put  through  a  briqueting  plant, 
in  order  that  the  briqueting  might  be  shipped  to  a  fastidious  market.  There 
should  be  facilities  so  coal  can  be  put  on  floating  equipment  to  coal  vessels 
around  the  harbor.  The  coal  is  entitled  to  arrangements  so  that  portions  of  it 
could  be  used  in  a  by-product,  plant,  if  you  please,  operated  in  harmony  with 
if  not  a  part  of  the  local  facilities,  in  conjunction,  perhaps,  with  a  blast  fur- 
nace, which  would  be  operated  on  ores  that  would  be  brought  to  Charleston  on 
boats  that  would  take  coal  away.  Many  of  these  things  could  not  be  done 
with  facilities  operated  by  a  public  common  carrier,  and  in  these  respects 
private  facilities  are  better  for  the  coal  than  public  facilities.  A  close,  econom- 
ical operation  of  the  plant  will  be  facilitated  by  a  private  company  not  having 
all  the  obligations  of  a  public  common  carrier,  because  such  a  plant  would 
be  in  better  position  to  apply  and  enforce  fair  regulations  as  to  the  movement 
of  coal  in  an  economical  manner  so  as  to  reduce  the  necessary  capital  outlay 
for  docks  and  handling  plant  to  the  lowest  point.  The  latitude  afforded  by  a 
privately  operated  plant  would  afford  facilities  for  increasing  the  tonnage 
handled  by  the  railroad  beyond  the  point  possible  if  the  facilities  were 
owned  by  the  railway. 

I  have  used  the  phrase  that  the  "  coal "  should  bear  the  burden  and  have 
the  rights.    The  question  naturally  arises  as  to  what  corporation  would  repre- 
sent the  coal.     This  could  be  worked  out  by  having  a  corporation  own  the 
facilities,  which  would  make  contracts  for  handling  the  coal  and  storing  it  for 
the  8liippers.    The  plan  in  this  regard  could  and  should  be  worked  out  so  as  to 
properly  and  impartially  serve  in  the  same  manner  all  persons  using  the  plant, 
and  these  provisions  could  include  all  persons  that  fairness  required  or  that 
were  necessary  to  be  included  in  order  to  handle  the  business.    My  plan  as  to 
iiow  this  should  be  worked  out  is  elastic,  and  I  should  expect  it  to  be  one  that 
would  appeal  to  the  sense  of  fairness  of  any  fair-minded  man.     I  should  say 
that  as  a  start  the  principal  shippers  of  coal  in  southwestern  Virginia  should 
confer  with  the  proposed  representatives  of  the  handling  plant  to  work  out 
regulations,  plans,  and  contracts  fair  to  all,  and  bring  the  carriers  into  the 
discussion  of  the  situation. 
Yours,  very  truly, 

Mark  W.  Potter,  President. 


March  21,  1914. 
Mabk  W.  Potter,  Esq., 

President  Carolina,  Clinchfield  d  Ohio  Railway, 

2j^  Broad  Street,  New  York. 

Dear  Mb.  Potter:  Referring  to  your  letter  of  January  16,  to  our  conference 
'>n  March  13  and  to  the  letter  you  wrote  me  after  our  conference,  all  on  the 
subject  of  coal  traffic  to  Charleston : 

For  some  time  prior  to  his  death  Mr.  Finley  had  been  working  on  the  develop- 
ment of  our  coal  traffic  to  Charleston  seeking  to  provide  through  Charleston 
a  market  for  the  surplus  coal  mined  on  our  lines  in  southwest  Virginia  and 
Tennessee.  This  necessarily  involved  terminal  facilities  of  some  kind  in 
Charleston,  and  Mr.  Finley  had  under  way,  and  I  have  since  continued,  a  study 
of  the  kind  of  terminal  facilities  necessary,  with  the  result  that  we  have  to- 
day definite  and  specific  plans  and  specifications  for  a  definite  and  specific 
location. 

Th6  Magnolia  Cemetery  marsh  property  at  Charleston,  which  has  recently 
been  acquired  by  Mr.  Wentz,  was  so  acquired  by  him  as  the  result  of  confer- 
ence with  Mr.  Finley  and  with  the  understanding  on  Mr.  Wentz's  part  that  we 
might  take  the  property  off  his  hands.     The  delay  in  acquiring  it  was  pending 
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legislation  necessary  to  enable  the  Cemetery  CJo.  to  make  the  title,  and  that  leg- 
islation has  only  recently  been  secured.  The  property  is  now  vested  in  some 
nominee  of  Mr.  Wentz  and  may  be  transferred  to  our  nominee  at  any  time, 
upon  reimbursement  to  Mr.  Wentz  of  the  cost.  We  have  ready  plans  for  the 
development  of  the  property  with  the  first  unit  of  a  coal  terminal.  We  have 
also  the  money  appropriated  and  immediately  available  to  acquire  the  real 
estate  and  to  build  such  first  unit  of  a  coal  terminal. 

You  came  to  see  me  the  other  day  just  as  this  matter  was  ready  for  my  con- 
sideration on  the  merits,  and  I  have  since  given  it  such  study  as  was  necessary 
for  me  to  make  up  my  mind  as  to  wbat  we  should  do.  We  are  ready  to  go 
ahead. 

I  agree  with  you  that  there  is  an  unnecessary  economic  waste  in  duplicating 
facilities  at  this  time,  when  one  set  of  facilities  can  serve  all  interests  efficiently, 
equally,  and  impartially.  I  would  prefer,  therefore,  to  see  whatever  coal-termi- 
nal facilities  are  provided  at  Charleston  constituted  as  joint  facilities  rather 
than  as  exclusive  in  any  one  interest.  For  this  reason  I  would  be  glad  to  have 
you  join  us  or  to  join  you  in  the  provision  of  one  set  of  facilities,  in  which  we 
might  invite  other  railroads  to  join,  provided  we  can  agree  on  principles.  I  am 
advised  that  the  Magnolia  Cemetery  property  is  more  available  for  convenient 
use  as  a  coal  terminal  than  the  property  you  have  acquired,  and  that  it  can  be 
developed  at  less  expense  than  your  property.  If  there  is  only  one  terminal  to 
be  established,  it  may  be  that  you  would  prefer  to  have  it  on  the  Magnolia 
Cemetery  property.  That,  however,  is  a  matter  of  detail,  like  plans  for  the 
physical  structure,  which  can  be  determined  later. 

There  is  on  the  threshhold  a  matter  of  principle  which  must  he  determined 
before  we  do  anything,  and  that  is  the  business  basis  of  the  proposed  coal 
terminals.  In  the  past  you  have  insisted  on  a  privately  owned  and  privately 
operated  coal  terminal.  It  was  because  of  Mr.  Finley's  difference  with  you  on 
this  point  that  he  determined  to  go  ahead  independently  of  you.  I  concur  in 
the  opinion  Mr.  Finley  held,  and,  indeed,  I  believe  that  I  am  justified  in  saying 
that  we  reached  that  opinion  together  after  conference.  What  you  said  to  me 
the  other  day,  and  what  you  say  in  your  confirmatory  letter,  leads  me  to  believe 
that  you  would  perhaps  be  willing  now  to  modify  your  views  on  this  point.  I 
believe  that  it  would  be  a  fatal  mistake  of  policy  to  establish  at  Charleston  a 
privately  owned  coal  terminal  which  would  do  business  only  with  its  friends. 

You  have  been  a  newcomer  at  Charleston,  and  so  popular;  we  have  been 
there  sometime  and  have  felt  the  pressure  of  public  sentiment  in  that  com- 
munity, where  public  sentiment  is  not  always  reasonable,  perhaps,  on  the  ques- 
tion of  segregation  of  quasi-public  conveniences.  We  have  been  charged  with 
bottling  up  Charleston  because  our  wharves  have  not  been  used,  but  there  have 
been  few  in  Charleston  to  help  to  use  those  wharves.  -  You  have  also  seen,  per- 
haps. Senator  Tillman's  recent  resolution.  I  believe  that  there  Is  a  broad 
question  of  public  policy  which  would  require  the  establishment  of  a  terminal 
ready  to  do  business  on  equal  terms  with  all  comers.  I  believe  that  It  is 
desirable,  however,  that  such  a  terminal  should  be  owned  and  operated  by  a 
separate  corporation  and  not  directly  by  any  one  or  more  railroads,  although 
the  railroads  might  be  its  stockholders. 

I  will  be  glad  if  you  will  let  me  have  your  views  upon  these  suggestions. 

Coming  now  to  your  suggestion  about  additional  railroad  construction  be- 
tween Columbia  and  Charleston  and  to  the  specific  plan  which  you  told  me  you 
had  discussed  with  Mr.  Walters,  it  seems  to  me  that,  before  considering  the 
question  of  additional  construction,  there  should  be  a  test  of  the  volume  and 
character  of  the  traffic  to  be  developed.  The  Southern  Railway  Co.  has  a  line 
from  Spartanburg  to  Charleston  available  for  the  movement  of  this  traffic,  and 
my  view  is  that,  after  a  coal  terminal  is  established  at  Charleston,  we  should 
move  over  the  existing  line  the  coal  originating  on  your  lines  as  well  as  on  ours 
until  it  shall  be  demonstrated  that  our  existing  line  is  inadequate  for  the  busi- 
ness as  it  may  grow. 

Faithfully,  yours, 

Fairfax  Harrison,  President 


New  York,  March  2^,  1914. 
Fairfax  Harrison,  Esq., 

President,  Southern  Railway  Co.,  Washington,  D.  C. 

Dear  Mr.  Harrison  :  I  have  your  letter  of  the  21st  instant.    If  you  are  ready 
to  go  ahead  with  the  erection  of  a  terminal  and  are  prepared  to  provide  ade- 
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quate  facilities,  I  do  not  know  but  that  this  will  rf^lieve  us  entirely  of  the 
necessity  for  putting  in  facilities,  or  we  would  consider  becoming  jointly  in- 
terested in  them,  if  you  prefer.  It  all  depends,  in  my  judgment,  upon  the 
character  of  the  facilities  you  propose  to  put  in.  I  do  not  think  we  should 
start  out  by  agreeing  to  joint  facilities  and  then*  endeavoring  to  work  out  their 
character  afterwards.  If  your  plans  have  been  worked  out  I  shall  be  glad  to 
go  over  them  at  any  time,  and  it  will  not  take  me  long  to  determine  whether, 
in  my  judgment  they  are  suflacient. 

I  thought  my  prior  letter  made  it  plain  that  it  was  not  my  intention  to 
put  in  a  terminal  "which  would  do  business  only  with  its  friends."  The 
interest  of  anyone  putting  in  a  terminal  would  naturally  be  to  put  as  much  coal 
over  it  as  could  be  done  consistently  with  economy,  and  it  has  always  been  our 
pnrpose  to  do  this. 

I  note  your  conclusion  respecting  the  revision  of  the  line.     I  am  sorry  that 
you  do  not  feel  disposed  to  make  the  revision  at  the  present  time. 
Yours,  very  truly, 

Mabk  W.  Potter,  President. 

Mr.  Thom.  It  is  proper  also  for  me  to  explain  this,  that  when  the 
effort  was  made  to  obtain  this  property  from  the  Magnolia  Cemetery, 
it  was  found  that  the  cemetery  did  not  have  legal  authority  to  sell 
except  for  cemetery  purposes,  which  involved  the  necessity  of  ob- 
taining an  act  of  the  General  Assembly  of  South  Carolina  giving 
this  authority,  which  was  obtained  last  winter;  and  thereupon  the 
purchase  was  consummated. 

Mr.  LroN.  Mr.  Thom,  if  you  are  through  with  that,  in  that  con- 
nection, I  understand  from  what  you  have  stated  to  be  the  purpose 
of  the  Southern  Railway  to  make  that  a  rate  so  that  all  coal  going 
into  that  port  can  use  it,  or  will  it  be  confined  to  Southern  rails? 

Mr.  Thom.  Oh,  no. 

Mr.  Ltox,  For  instance,  Coast  Line  may  bring  coal  in  there  ? 

Mr.  Thom.  I  do  not  know  the  details  as  to  that,  but  I  imagine  it  is 
to  be  a  railroad  facility  of  the  Southern  road. 

Mr.  Douglas.  To  be  exclusive  of  the  Holston  Corporation  ? 

Mr.  Thom.  To  be  exclusive  of  the  Holston  Corporation,  and  this 
explains  the  development  that  has  been  gradually  going  on  and  has 
been  consummated  long  before  any  of  these  proceedings. 

Mr.  Lton.  Have  any  steps  been  taken  toward  its  building,  Mr. 
Thom? 

Mr.  Thom.  Oh,  yes.  We  have  got  the  money  and  we  are  ready 
to  go  ahead. 

Now,  that  being  so^  I  ask  you  to  accept  that  as  the  fact  in  the  case 
for  the  purpose  of  this  answer,  Mr.  Dulaney. 

Mr.  DuLANET.  I  do,  sir. 

Mr.  Thom.  That  being  so,  you  have  got  the  export  rate,  and  every 
shipper  on  the  Virginia  &  Southwestern  is  about  to  have  the  shipping 
facilities  at  Charleston  for  export  coal.  Now,  what  is  there  to  com- 
plain of? 

Mr.  Dulaney.  The  fact  that  it  is  not  there  yet  is  the  thing  I  am 
complaining  of  in  that  particular  part. 

Mr.  Thom.  Yes 

Mr.  DuiiANEY.  Can  you  state  when  that  will  be  finished  and  ready 
for  use  ? 

Mr.  Thom.  I  do  not  know  when  that  will  be  finished.  It  is  about 
to  be  constructed  with  all  convenient  speed. 

Mr.  DuiiANEY.  You  think  within  a  year? 

Mr.  Thom.  I  can  not  tell  you  the  time  it  will  take.  I  have  no 
expert  knowledge  on  that  subject,  but  I  know  it  is  the  adopted  policy 
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of  the  Southern  Railway  Co. ;  the  property  has  been  purchased  and 
paid  for,  the  money  has  been  provided  to  establish  the  facilities,  and 
they  are  going  to  work  at  'that  with  the  proper  diligence  and  in 
good  faith. 

Mr.  DuLANEY.  That  is  good  news,  sir,  and  I  accept  your  statement. 

Mr.  Thom.  Did  Mr.  Finley  tell  you  he  was  going  to  do  all  that 
last  June? 

Mr.  DuLANEY.  I  have  said  that,  sir,  with  proper  emphasis,  to  this 
committee,  that  I  have  never  doubted  Mr.  Finley's  good  faith. 

Mr.  Thom.  Yes ;  but  I  mean — did  he  not,  long  before  any  of  this 
long  investigation,  state  to  you  that  he  was  trying  to  accomplish  that 
very  thing? 

Mr.  DuLANEY.  He  did,  and  I  so  stated  to  the  Senate  committee,  the 
first  statement  I  ever  made. 

Mr.  Lyon.  Mr.  Thom,  would  it  be  fair  to  ask  you — ^you  have  been 
so  frank  in  stating  the  policy  of  the  Southern — are  the  terms  fixed 
for  the  use  of  that  terminal  ? 

Mr.  Thom.  I  do  not  know  anything  about  that. 

Mr.  Lyon.  Would  it  be  as  low  as  at  Norfolk? 

Mr.  Thom.  I  do  not  know  anything  about  that.  I  assume  competi- 
tive conditions  will  prevail. 

Mr.  DuLANEY.  I  think  simultaneously  the  Jacksonville  situation 
should  be  improved. 

Mr.  Thom.  Well 

The  Chairman.  Mr.  Thom,  would  it  interrupt  you  for  me  to  ask 
you  a  few  questions  about  this  correspondence? 

Mr.  Thom.  Ask  who,  me? 

The  Chairman.  Yes. 

Mr.  Thom.  No. 

The  Chairman.  What  was  Mr.  Potter's  contention  with  reference 
to  the  building  of  dockage  facilities  at  Charleston  ? 

Mr.  Thom.  Mr.  Potter  said  that  his  railroad  could  not  afford  to  do 
it ;  that  he  was  going  to  get  up  a  private  corporation  for  the  purpose 
of  building  and  owning  the  facilities  at  Charleston. 

The  Chairman.  Were  they  to  be  open  to  everybodv  or  only  to 
the 

Mr.  Thom.  They  were  to  be  open  to  the  person  that  Mr.  Potter — 
I  mean  that  the  Holston  Corporation  would  admit  by  contract. 

The  Chairman.  You  said  that  Mr.  Finley  took  the  position  that 
the  docks  ought  to  be  built  by  the  road? 

Mr.  Thom.  That  there  ought  to  be  transportation  facilities  and 
open  to  everybody. 

The  Chairman.  Thereupon,  they  failing  to  agree,  docks  were  to  be 
erected  both  by  Mr.  Potter  and  by  the  Southern  Eailroad? 

Mr.  Thom.  Will  be ;  yes,  sir.  What  I  mean  by  that  is,  Mr.  Potter, 
I  understand,  has  already  let  his  contracts.  I  do  not  know  whether 
the  Southern  has  already  let  its  contracts,  but  it  has  made  all  its  pre- 
liminary arrangements  for  them. 

Senator  Poindexter.  Mr.  Potter  is  connected  with  the  Clinchfield 
road? 

Mr.  Thom.  He  is  the  president  or  the  chairman  of  the  board  of  the 
Clinchfield  road,  and  Mr.  Potter,  I  want  to  say — and  it  is  proper  that 
the  committee  should  consider  that — ^has  very  fully  written  to  this 
committee,  or  to  Senator  Tillman,  his  view  of  why  his  policy  was  a 
proper  one,  and  I  think  that  ought  to  be  considered  by  this  committee. 
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Mr.  Lyon.  Is  that  letter  in  the  records  ? 

The  Chairman.  No  ;  that  letter  has  not  been  filed. 

Mr.  Thom.  It  was  written  to  Senator  Tillman. 

Senator  Poindexter.  That  becomes  rather  academic,  in  view  of  the 
fact  that  both  of  the  plans  were  bein^  carried  out  ? 

Mr,  Thom.  Yes.  What  I  am  trying  to  be  careful  about  is  not  to 
do  any  injustice  to  Mr.  Potter's  point  of  view.  I  entertain  very 
strongly  the  other  point  of  view,  and  it  is  very  difficult  for  a  man 
who  entertains  strongly  a  point  of  view  not  to  be  a  little  unjust  to 
the  other,  and  I  am  trying  my  best 

The  Chairman.  There  are  no  municipal  docks  at  Charleston,  are 
there? 

Mr.  Thom.  None  that  I  know  of ;  no,  sir. 

Mr.  Douglas.  On  what  tracks  will  the  Holston  reach  the  docks  ? 

Mr.  Thom.  It  will  reach  them  over  our  track. 

Mr.  Douglas.  In  the  same  neighborhood? 

Mr.  Thom.  Yes,  sir. 

The  Chairman.  Mr.  Thom 

Mr.  Douglas.  I  thought  the  committee  would  like  to  know  this. 

The  Chairman.  It  would ;  yes. 

Mr.  Douglas.  I  think  the  rates  for  the  use  of  the  pier  will  be  very 
important,  to  say  whether  or  not  they  affect  the  real  rate. 

Mr.  KixEY.  They  probably  will  be  the  same  as  at  Norfolk. 

(At  this  point  Mr.  Thom  spread  before  the  committee  a  map  por- 
tiraying  the  Charleston  docks.) 

Mr.  Thom.  I  would  like  for  you  to  produce,  Mr.  Dulaney,  the 
agreement  which  you  were  asked  about  the  first  day  of  your  testi- 
rnony  showing  that  the  Southern  Kailroad  had  agreed  not  to  reduce 
its  rates  without  consent  of  other  railroads  in  the  contract  of  the 
Associated  Railroads  of  Virginia  and  Carolina. 

Mr.  Douglas.  I  thought  that  was  all  cleared  up,  Mr.  Chairman. 
Senator  Tillman  wrote  to  the  Interstate  Commerce  Commission  for 
a  certified  copy  of  the  agreements  bearing  on  that  subject,  and  Mr. 
Dulaney  said  over  and  over  again  he  did  not  have  it. 

Mr.  Thom.  I  am  asking  about  it.  Two  or  three  days  have  elapsed, 
^nd  I  am  trying  to  find  it. 

Mr.  Douglas.  The  point  is,  the  committee  undertook 

The  Chairman.  Is  it  not  plain  that  Mr.  Dulaney  only  knows  of  it 
1^  the  hearings  of  the  Interstate  Commerce  Commission  ? 

Mr.  Dulaney.  I  stated  that  at  the  beginning. 

Mr.  Thom.  I  am  asking  for  it;  if  you  have  not  got  it,  just  say  so. 

Mr.  Dulaney.  Col.  Thom,  the  agreements  are  set  forth  in  the  re- 
ports of  the  Interstate  Commerce  Commission,  and  the  Interstate 
CJommerce  Commission  states  with  emphasis  that  they  are  there. 
1  did  not  propose  at  the  outset  to  go  behind  the  finding  of  that  body, 
^nd  I  stated  as  clearly  as  I  could  when  you  asked  me  the  question. 
I  thought  you  referred  to  this  document,  and  went  and  got  one  and 
^nt  it  to  you.  It  did  not  occur  to  me  you  would  have  me  to  go 
to  the  Interstate  Commerce  Commission  or  any  one  else  to  bring  all 
the  documents  that  had  to  be  used  in  finding  these  agreements  re- 
ferred to.    I  would  not  have  the  right  to  do  that. 

Mr.  Thom.  All  I  have  asked  is  for  the  agreement  itself.  We  deny 
that  it  is  set  forth  in  that  publication  you  have,  and  I  understand 
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the  committee  has  asked  for  it,  and  my  question  now  is  whether  it  is 
available  for  this  cross-examination. 

The  Chairman.  It  is  not.  So  far  as  I  know  it  is  not.  Senator  Till- 
man has  not  given  it  to  me. 

Mr.  Douglas.  I  will  inquire,  for  the  record,  as  to  whether  or  not 
the  Southern  Railroad,  tnrough  its  general  counsel,  have  not  as 
much  access  to  its  own  agreements  as  Mr.  Dulaney  would  have,  and 
whatever  the  agreements  are  they  can  produce  them  and  make  them 
the  basis  of  cross-examination. 

The  Chairman.  I  think  Mr.  Dulaney  contends  that  he  gave  all 
the  information  he  has  about  it,  when  lie  says  he  derived  all  the  in- 
formation he  has  from  the  report  of  the  Interstate  Commerce  Com- 
mission. 

Mr.  Douglas.  That  is  just  what  I  am  objecting  to  now,  is  asking 
Mr.  Thom  if  the  Southern  Railway  has  not  got  copies  of  its  own 
agreements  on  the  subject,  whether  they  support  or  do  not  support 
the  Interstate  Commerce  Commission's  conclusions  with  reference 
to  that.  I  ask  that  question,  why  they  are  not  called  upon  to  pro- 
duce their  agreements? 

The  Chairman.  I  understand  Mr.  Thom  to  deny  they  had  such  an 
agreement. 

Mr.  Thom.  Why,  certainly ;  and  I  ask  for  its  production  by  the 
other  side,  and  I  should  like  to  have  it  sometime  during  the  pro- 
ceedings. 

Mr.  Dulaney.  My  position  is  this :  I  produced  the  document  to 
show  the  decision  of  the  Interstate  Commerce  Commission,  and  I 
have  heard  the  attorney  for  the  Southern  Railway  deny,  as  I  un- 
derstand it,  that  they  are  correct.     Is  that  it? 

Mr.  Douglas.  Mr.  Thom,  do  you  deny  that  there  is  any  agree- 
ment on  the  subject  at  all,  or  do  you  claim  that  this  conclusion  by 
the  commission  was  wrong? 

Mr.  Thom.  I  deny  that  the  articles  of  association  to  which  the 
commission  referred  has  any  such  clause  or  any  such  implication  as 
is  stated  by  Mr.  Dulaney  in  his  testimony,  which  he  derives  from 
the  publications  now  in  hand. 

Mr.  Douglas.  Permit  me  to  ask  further,  if  you  will  produce  the 
articles  of  association  that  you  say  are  not  capable  of  that 

Mr.  Thom.  Not  capable  of  the  implication? 

Mr.  Douglas.  Yes. 

Mr.  Thom.  I  will  agree 

Mr.  Douglas.  I  mean,  which  do  not  warrant  that  implication. 

Mr.  Thom.  I  would  like,  first,  to  have  the  paper  which  has  been 
referred  to  as  containing  it.  In  our  testimony  we  will  produce  the 
only  thing  that  is  in  existence,  so  far  as  I  know. 

Mr.  Douglas.  If  it  is  the  only  thing,  how  could  we  produce  it? 

Mr.  Thom.  Therefore,  you  ought  not  to  have  contended  it  is  there, 
if  you  can  not  produce  it.  That  is  my  very  point,  to  find  out  what 
you  have  substantially  to  base  any  such  charge  as  that  on. 

Mr.  Douglas.  It  is  very  evident,  Mr.  Chairman,  that  whatever 
it  is,  counsel  for  the  Southern  Railway  will  not  produce  it  now.  If 
he  fails  to  justify  in  taking  that  position,  all  right.  I  think  we  have 
a  right  to  assume  that  the  Interstate  Commerce  Commission  were 
not  drawing  wholly  upon  their  imagination. 
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The  Chairman.  The  chairman  of  the  Committee  on  Naval  Affairs 
has  written  to  the  Interstate  Commerce  Commission  for  a  statement 
and  it  has  not  come,  so  far  as  I  have  been  informed,  and  I  think  if  it 
had  come  Senator  Tillman  would  have  given  it  to  me. 

Mr.  Thom.  What  are  we  to  expect  about  that?  Are  we  going  to 
have  the  question  cleared  up  as  to  whether  or  not  the  Interstate  Com- 
merce Commission  has  in  its  possession  any  such  paper,  one  way  or 
another  ? 

The  Chairman.  Yes,  sir. 

Mr.  Thom.  That  is  what  I  want  to  take  up — is  whether  the  com- 
mission has  in  its  possession  any  paper  justifying  this  suggestion. 
Jfow,  I  wish  to  file,  Mr.  Chairman,  until  that  application  can  be 
answered  by  the  Interstate  Commerce  Commission,  giving  copies  of 
these  papers,  which  Commissioner  Clements  said  had  been  filed  with 
that  record,  I  wish  to  file  our  copies  showing  that  immediately  upon 
the  appearance  of  that  report  our  traffic  department  denied  that 
there  was  any  such  agreement  in  existence  and  asking  for  a  just 
expression  on  the  part  of  the  commission. 

Senator  Poindexter.  You  will  file  a  copy  of  the  agreement? 

Mr.  Thom.  I  have  filed  a  copy  of  our  correspondence  between 

Mr.  Douglas.  Does  that  correspondence  set  forth 

Mr.  Thom.  It  does  not  set  forth  the  agreement,  and  if  the  com- 
mittee does  not  succeed  in  getting  the  agreement  with  the  Interstate 
Commerce  Commission,  we  will  present  with  our  evidence  the  only 
agreement  that  we  know  of.    The  committee  shall  have  it. 

Mr.  Douglas.  Let  me  see  that  before  you  actually  put  it  in  evi- 
dence.   You  can  go  ahead  now  with  something  else. 

(At  this  point  Mr.  Thom  handed  to  Mr.  Douglas  the  correspond- 
ence just  offered  in  evidence.)  ^ 

(The  correspondence  here  submitted  by  Mr.  Thom  is  as  follows:) 

Washington,  D.  C,  February  15,  1907. 
Hon.  Martin  A.  Knapp, 

Chairma/n  Interstate  Commerce  Commission,  Washington,  D.  C. 

Dear  Sir:  I  hnve  not  h.-ul  opportunity  to  read  the  report  submitted  by  you 
to  Congress  under  date  of  January  25,  on  the  subject  of  discriminations  and 
moDopolies  in  coal  and  oil,  but  my  attention  has  been  directed  to  statements 
made  on  pag^s  30  and  31  of  said  report,  with  reference  to  the  control  or  alleged 
control  of  coal  rates  by  the  Associated  Railwi'ys  of  Virginia  jmd  the  Carolinas, 
and  in  connection  therewith  wish  to  make  the  following  statement  of  fact: 

The  Associated  Railways  of  Virginia  and  the  Carolinas  is  not  now  nor  has 
it  ever  had  anything  wh^itever  to  do  with  the  question  of  rates  on  coal. 

Entirely  inclependent  of,  and  apart  from  the  Associated  Railways  of  Virginia 
tcUd  the  Carolinas  (of  which  association  tlie  Chesapeake  &  Ohio,  Louisville  & 
Nashville,  Norfolk  &  Western,  and  Virginia  &  Southwestern  Railways  are  not 
members),  there  is  what  is  known  as  a  coal  committee,  composing  freight 
traflac  representatives  of  each  of  the  following  lines:  Atlantic  Coast  Line  Rail- 
road, Charleston  &  Western  Carolina  Railway,  Chesapeake  &  Ohio  Raiilway^ 
Norfolk  &  Western  Railway,  Louisville  &  Nashville  Railroad,  Southern  Rail- 
way, Virginia  &  Southwestern  Railway. 

Merely  as  a  matter  of  convenience  Mr.  W.  H.  Fitzgerald,  who  is  commis- 
sioner of  the  Associated  Railways  of  Virginia  and  the  Carolinas,  was  selected 
as  chairman  of  this  so-called  coal  committee. 

There  are  no  stated  periods  for  the  meeting  of  this  coal  committee.  Its  func- 
tion is  absolutely  cpnflned  to  the  discussion  between  Its  members  of  questions 
of  mutual  interest,  including  the  readjustment  of  rates,  involved  in  the  handling 
of  coal  from  the  mining  districts  of  Virginia,  West  Virginia,  Tennessee,  and 
Alabama  to  what  is  known  as  the  territory  of  the  Associated  Railways  of 
Virginia  and  the  CaroIinaB. 
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The  statement  In  your  report  that  *'  this  condition  of  demoralization  of  rates 
seems  to  have  been  resix)nsible  for  the  creation,  existence,  or  connection  witii 
coal  traffic  of  six  associations,  as  follows,"  is  positively  erroneous  so  far  as  it 
relates  to  the  Associated  Railways  of  Virginia  and  the  Carolina s.  It  is  likewise 
positively  erroneous  so  far  as  it  relates  to  the  organization  of  the  coal  com- 
mittee, to  which  I  have  referred  above. 

On  page  31  the  following  statement  appears: 

"  There  is  a  clear  conclusion  to  be  drawn  from  the  above  that  there  was  and 
is  an  agreement  among  the  several  railroads  mentioned  not  to  reduce  coal  rates 
without  consultation  and,  the  inference  is,  without  the  consent  of  the  railroad 
companies  represented  on  said  committee." 

This  statement  is  without  foundation  in  fact,  so  far  as  it  relates  to  the 
Associated  Railways  of  Virginia  and  the  Carolinas,  to  the  coal  committee  here- 
tofore referred  to,  or  to  the  Southern  Railway  individually.  There  is  not  now. 
nor  has  there  been  since  the  organization  of  the  so-called  coal  committee,  any 
agreement  "  not  to  reduce  coal  rates  without  consutlation,"  and,  therefore,  the 
"  inference  "  drawn  is  wholly  unwarranted. 

I  have  not  failed  to  note  the  meager  quotation  from  testimony  of  Mr.  T.  D. 
Hobart,  which  has  evidently  been  construed  to  mean  that  the  formation  of  the 
coal  committee  was  intended  to  prevent  reductions  in  rates  without  an  under- 
standing beforehand.  Whatever  Mr.  Hobart  may  have  intended  to  convey  by 
the  statement  quoted  from  him,  or  whatever  inference  may  have  been  drawn 
therefrom,  I  wish  to  assert  that  the  purpose  of  the  coal  committee  is  as  I  have 
outlined  it,  and  that  there  is  no  obligation  on  the  part  of  the  Southern  Railway 
and,  so  far  as  I  know,  on  the  part  of  any  other  line  represented  on  that  com- 
mittee to  have  any  understanding  with  any  other  line  before  reducing  its  rates 
on  coal.  It  is  true  that  members  of  this  committee  discuss  questions  of  rate 
adjustment  on  coal  traffic.  It  is  just  as  true  that  there  is  no  obligation,  ex- 
pressed or  implied,  on  the  part  of  any  of  the  members  of  this  committee  not 
to  change  its  rates  when  it  pleases  without  consultation  with  and  without  the 
consent  of  other  carriers. 

I  feel  that  I  can  do  no  less  than  to  protest  against  the  statements  above 
referred  to,  contained  in  this  report,  and  place  before  you  the  facts. 
Yours,  truly, 

L.  Green,  Freight  Traffic  Manager. 


Washington,  D.  C,  Fel)ruar^  15,  1907. 
Mr.  T.  S.  Davant, 

Freight  Traffic  Manager,  Roanoke,  Va. 

Dear  Sir  :  Reverting  to  your  reference  during  conference  at  Raleigh  Hotel 
this  week,  to  statement  by  the  Interstate  Commerce  Commission  in  its  report  to 
Congress  that  coal  rates  to  Carolina  territory  were  controlled  by  the  Associated 
Railways  of  Virginia  and  the  Carolinas,  I  have  read  the  report  of  the  com- 
mission so  far  as  it  related  to  that  question  and  find  that  the  conclusion  reached 
by  the  commission  appears  to  have  been  based  upon  the  testimony  of  Mr. 
Hobart,  quoted  on  page  30  of  the  report,  in  the  following  language: 

"  The  idea  was  that  they  wanted  to  have  any  road  which  was  making  coal 
rates  to  these  southern  points  to  have  an  understanding  before  they  would  re- 
duce a  rate  to  one  point  on  one  road." 

Mr.  Hobart  does  not  correctly  state  the  situation  as  I  understand  it.  The 
coal  committee  referred  to  has  nothing  to  do  with  the  making  of  rates  on  coal 
and  there  is  no  obligation  on  the  part  of  the  members  thereof,  so  far  as  I  am 
informed,  *'  to  have  an  understanding  "  with  any  other  member  of  the  committee 
before  reducing  coal  rates;  nor  is  there  any  agreement,  expressed  or  implied, 
placing  upon  any  member  of  the  coal  committee  an  obligation  not  to  change  its 
rates  at  will  without  consultation  or  agreement  with  any  other  coal -carrying: 
line. 

The  object  of  the  committee,  as  we  understand  it,  is  to  give  mutual  considera- 
tion to  questions  involved  in  the  movement  of  coal  traffic  to  the  consuming  terri- 
tory referred  to.  We  do  not  meet  for  the  purpose  of  discussing  rates,  chiefly 
the  relation  between  the  rates  from  the  various  coal  fields,  and  to  exchange 
informntion  with  respect  to  matters  of  mutual  interest  affecting  the  coal  traflic. 
Yours,  truly,* 

L.  Green,  Freight  Traffic  Manager. 
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Norfolk  &  Western  Railway  Co., 

Ro<moke,  Va„  March  4,  1901, 
ir.  L.  Green, 

Freight  Traffic  Mcmager,  Washington,  D,  G. 

Dear  Sir:  Referring  to  your  letter  of  February  15  in  regard  to  the  reiwrt 
*t  the  Interstate  Commerce  Commission  to  Congress  relative  to  coal  rates. 

The  extract  from  Mr.  Hobart's  testimony,  as  quoted,  is  too  brief.  In  order 
iiat  you  may  see  what  he  did  say,  I  quote  the  following  from  his  testimony 
t)efore  the  commission: 

"  Mr.  Whitney.  The  last  of  the  minutes  contained  in  this  bundle  is  headed 
*  Proceedings  of  meeting  of  coal  committee.*    What  is  the  coal  committee? 

"Mr.  HoBART.  Well,  the  roads  that  compose  that  association — that  is,  the 
Southern  Railway,  the  Seaboard  Air  Line,  the  Atlantic  Coast  Line,  and  the 
Charleston  &  Western  Carolina,  are  roads  to  which  our  coal  goes;  that  is,  to 
points  on  those  roads,  and  I  think  the  first  meeting  that  they  aslied  to  consider 
coal  rates  was  last  summer,  some  time  in  July,  or  somewhere  along  there,  they 
asked  me,  and  probably  the  Chesapeake  &  Ohio  coal  men,  to  go  there  and  at- 
tend the  meeting.    I  went  to  Boston  and  found  the  idea  was  that  they  wanted 
to  have  any  road  which  was  making  coal  rates,  for  instance,  like  the  Southern 
Hallway,  or  the  Norfolk  &  Western,  and  Chesapeake  &  Ohio — making  coal 
rates  to  those  southern  points — to  have  an  understanding  before  they  would 
reduce  a  rate  to  one  point  on  one  road,  for  instance,  the  Southern  railway, 
before  they  would  reduce  a  rate  to  a  point  down  into  that  territory,  which 
>vould  naturally  affect  some  other  point  on  the  Seaboard  Air  Line  or  some 
point  on  the  Atlantic  Coast  Line  in  the  same  territory,  without  taking  it  up 
sv-lth  the  other  lines,  and  they  suggested  the  formation  of  a  coal  committee,  as 
-hey  called  it,  with  one  representative  from  each  of  those  roads,  not  only  the 
>riginating  roads,  but  the  terminal  roads  down  there* 

**Mr.  Whitney.  To  fix  rates? 

"Mr.  Hobart.  Well,  no;  not  to  fix  rates,  but  before  there  was  any  change 
n  rates,  to  consult  the  other  roads,  so  if  there  was  a  change  to  a  point,  say, 
>ii  the  Southern  Railway,  if  they  thought  necessary,  the  same  change  could  be 
laade  to  a  point  in  the  same  territory  on  the  other  roads,  and  I  think  that  com- 
•aittee  has  met  twice  since  that  time. 

•  «***«* 

"Mr.  Whitney.  The  next  meeting  I  find  is  a  meeting  held  at  the  Hotel 
^ouraine,  Boston,  Mass.,  August  10,  1905,  to  consider  the  question  of  rates  on 
oal  to  points  in  the  territory  of  the  Associated  Railways. 

"  Mr.  Hobart.  Yes,  sir ;  that  was  when  that  committee  was  formed. 

"  Mr.  Whitney.  How  did  that  happen  to  be  held  in  Boston  ? 

"  Mr.  Hobart.  This  association  was  holding  its  monthly  meeting.    They  have 

understand,  a  monthly  meeting  around  at  different  points,  and  that  month 
bey  happened  to  hold  it  at  Boston.  They  wanted  to  take  up  this  coal  question 
md  invited  the  Norfolk  &  Western. 

"  Mr.  Whitney.  Your  railroad  does  not  belong  to  the  association,  but  occa- 
sionally meets  with  it? 

"  Mr.  Hobart.  I  do  not  think  they  belong,  but  I  know  that  our  traffic  people 
neet  with  them  as  to  the  consideration  of  other  rates  outside  of  coal. 

*****  4t  • 

"  Mr.   Whitnfy.  *     *     *    The  committee   is   still   in   existence,    I   suppose? 

"Mr.  Hobart.  Yes,  sir. 

"  Mr.  Whitney.  And  it  agrees  on  all  changes  in  rates  that  are  made,  I 
suppose? 

"  Mr.  Hobart.  Well.  I  do  not  know  that  there  have  been  any  changes.  They 
have  met  twice  since  then  as  to  discussion,  but  I  do  not  think  there  have  been 
any  changes.  The  idea  was  that  there  would  be  no  change  to  a  point  on  one 
road  without  giving  the  other  man  a  chance  to  know  whether  he  wanted  the 
same  change  made  to  the  same  territory  on  his  line." 

You  understand  that  the  commission  called  for  not  only  the  minutes  of  the 
meetings  of  the  coal  committee,  but  also  for  all  correspondence  which  we  had 
;vith  our  connections  in  regard  to  coal  rates,  and  have  drawn  their  own  con- 
•lusions. 

Yours,  very  truly, 

T.  S.  Davant,  Freight  Traffic  Manager, 

54245— No.  1—14 18 
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Interstate  Commerce  Commission, 

Washington,  March  22,  1907. 
Mr.  Ij.  (iReen, 

Freight  Traffic  Manager,  Southern  Railway  Co.,  Washington,  D.  C, 

Dear  Sir  :  Yonr  communication  addressed  to  the  chairman  of  the  commission 
referring  to  the  report  of  the  commission  on  its  investigation  respecting  the 
relations  of  carriers  and  their  alleged  control  of  coal  rates  under  joint  resolu- 
tion of  Congress,  particularly  in  reference  to  this  language  used  by  the  commis- 
sion, "  There  is  a  clear  conclusion  to  be  drawn  from  the  above  that  there  was 
and  is  an  agreement  among  the  several  railroads  mentioned  not  to  reduce  coal 
rates  without  consultation,  and,  the  inference  is.  without  the  consent  of  the 
railroad  companies  represented  on  said  committee,"  was  duly  received  and  has 
been  referred  to  me. 

I  have  examined  Mr.  Hobart'S  testimony  with  reference  to  your  letter,  and  I 
must  say  that  the  conclusion  reached  by  the  commission  appears  to  be  justified 
by  his  testimony  with  respect  to  the  particular  rates  to  which  he  was  referring. 
This  may  not  include  all  the  roads  which  you  have  in  mind. 

There  might,  however,  be  a  difference  of  opinion  as  to  what  conclusion  was 
justified  by  the  testimony  referred  to.    Your  letter  will  be  filed  in  connection 
with  the  other  documents  on  this  subject. 
Respectfully,  yours, 

JuDsoN  C.  Clements,  Commissioner. 


March  25,  1907. 
Hon.  JuDSON  C.  Clements, 

Commissioner,  Washington,  D.  C. 

Dear  Sir  :  Yours  March  22  is  at  hand  and  carefully  noted. 

It  does  not  seem  to  us  that  Mr.  Hobart's  testimony  is  sufficiently  clear  to 
justify  the  unqualified  statement  in  the  report  of  the  commission  to  Congress 
"  that  there  was  and  is  an  agreement  among  the  several  railroads  mentioned 
not  to  reduce  coal  rates  without  consultation." 

Furthermore,  it  seems  to  us  that  before  placing  before  Congress  a  statement 
involving  carriers  not  parties  to  the  inquiry  made  by  the  commission  such  car- 
riers should  have  been  given  an  opportunity  to  be  heard. 
Yours,  truly, 

L.  Green,  Freight  Traffic  Manager. 


Interstate  Commerce  Commission, 

Washington,  April  3,  1901. 
Mr.  L.  Green, 

Freight  Traffic  Manager  Southern  Railway  Co.,  Washington,  D.  C. 

Dear  Sir  :  Yours  of  the  25th  ultimo  further  referring  to  the  report  of  the 
commission  to  Congress  respecting  alleged  agreement  in  the  matter  of  maliing 
coal  rates  by  the  carriers  therein  referred  to,  the  subject  of  previous  corre- 
spondence, was  received. 

This  letter  will  be  placed  on  file  in  connection  with  the  previous  corre- 
spondence. 

Yours,  truly, 

JuDSON  C.  Clements,  Commissioner. 

The  Chairman.  Have  you  any  further  questions  to  ask? 

Mr.  Thom.  One  or  two.  I  have  not  many  more,  if  the  committee 
is  anxious  to  adjourn. 

The  Chairman.  Oh,  no. 

Mr.  Lyon.  Did  the  commission  ever  correct  its  report  in  accord- 
ance with  the  suggestion  of  your  correspondence? 

Mr.  Thom.  The  correspondence  is  there,  but  the  conmiission 
said 

Mr.  Lyon.  That  is  not  my  question.    I  am  asking  for  information. 

Mr.  Thom.  I  know  nothing  except  what  is  in  that  correspondence. 

Mr.*  Lyon.  You  might  know  a  few  things  besides  that.     Just  let 
me  state  the  question.     I  think  you  know  many  other  things.    Do 
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y^ou  know  whether  the  Interstate  Commerce  Commission  made  an 
additional  report  to  the  United  States  Senate  making  a  correction  in 
the  matter  to  which  you  directed  their  attention  in  the  correspon- 
dence? 

Mr.  Thom.  I  know  nothing  except  what  is  in  that  correspondence. 
In  that  correspondence  it  is  stated  that  the  commission  would  file 
our  letter  with  the  record  and  said  nothing  about  making  any  addi- 
tional report  to  the  United  States  Senate,  and  therefore  it  becomes 
additionally  important  that  there  should  be  produced  from  the  com- 
mission the  agreement  on  which  reliance  is  had  for  this  charge.  It 
is  not  important  what  is  in  our  possession.  The  thing  that  is  im- 
portant is  what  is  in  the  commission's  contention. 

Mr.  Douglas.  I  would  like  to  call  the  committee's  .attention,  in 
order  to  get  it  in  the  record  right  here,  this :  As  a  matter  of  fact,  by 
careful  reading  of  the  commissioner's  report,  you  will  see  that  his 
deductions  or  conclusions  are  largely  drawn  from  the  proceedings  of 
the  minutes  of  the  associations,  rather  than  designating  technically 
the  agreement  entered  into  and  signed.  Mr.  Thom  has  constantly 
referred  to  agreements,  while  the  commission  referred  to  the  minutes 
of  the  association,  the  appointment  of  committees,  etc.,  wherein  and 
whereby  it  was  agreed  mat  they  would  not  lower  rates  without  the 
consent  of  all  the  members  of  the  committee.  Now,  you  will  see  that 
Mr.  Clements,  the  chairman  of  the  commission,  under  date  of  March 
22,  answering  this  letter  of  Mr.  Green,  says,  among  other  things : 

I  have  examined  Mr.  Hobart's  testimony  with  reference  to  your  letter,  and 
I  must  say  that  the  conclusion  reached  by  the  commission  appears  to  be  justi- 
fied by  his  testimony  with  respect  to  the  particular  rates  to  which  he  was 
referring.    This  may  not  include  all  the  roads  which  you  have  in  mind,  etc. 

The  Chairman.  We  will  pass  that,  and  we  will  find  out  from  the 
Interstate  Commerce  Commission 

Mr.  Thom.  In  view  of  the  changed  attitude  now  of  counsel 

Mr.  Douglas.  We  have  not  changed  our  attitude. 

Mr.  Thom.  Wait  a  minute.  I  would  like  to  get  my  statement  m\ 
and  you  can  answer.  In  view  of  the  changed  attitude  now  of  counsel, 
which  heretofore  was  apparently  based  on  the  contention  that  there 
Was  an  agreement  in  the  articles  of  association,  now  to  the  claim  that 
they  appear  in  the  minutes,  I  ask  that  the  Interstate  Commerce  Com- 
mission be  requested  to  furnish  the  minutes,  in  addition  to  the  agree- 
nient,  on  which  they  base  that  conclusion. 

Mr.  Douglas.  Mr.  Chairman,  will  you  permit  me  to  answer  the 
i*equest,  by  asking  that  this  committee  call  upon  the  Southern  Rail- 
I'oad  to  produce  the  minutes  of  the  association  of  which  it  was  a 
naember?  It  strikes  me  as  an  unprecedented  thing  for  the  counsel 
of  the  Southern  Railway  to  call  upon  this  committee  to  devise  ways 
and  means  for  getting  copies  of  the  minutes  of  proceedings,  of  which 
the  Southern  Railway  itself  was  a  party,  and  participated  in.  If 
Mr.  Thom  has  got  any  reason  why  he  wants  this  circuity  resorted  to, 
let  him  state  it;  but  if  there  is  no  necessity  for  circuity,  let  us  have 
directness  here.  Why  do  they  not  produce  these  minutes  ?  They  are 
a  party  to  the  association,  members  of  the  association,  and  I  ask  the 
committee  to  ask  the  Southern  Railway  to  produce  the  minutes  of 
the  association  of  which  it  \vas  a  member. 
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Mr.  Thom.  It  seems  difficult  for  nie,  Mr.  Chairman,  to  understan 
the  attitude  of  coiuisel.  Here  the  commission  has  stated  a  certai 
conclusion;  that  conclusion  is  denied  by  us.  It  was  reached  in 
proceeding  in  which  we  were  not  a  party.  Now,  what  they  base  i 
on  is  a  matter  of  their  record,  and  we  ask  for  such  basis  as  they  had 
which  can  be  the  only  test  of  the  justice  of  their  conclusions.  Wha; 
we  have  got  would  not  meet  the  situation.  We  would  produce  ar 
agreement  which  does  not  have  that  clause  in  it;  we  would  produce 
minutes  that  do  not  bear  out  that  conclusion,  that  would  not  meet 
this  issue.  The  issue  is  whether  the  commission  which  made  the  iSnd- 
ing  had  the  proper  basis,  and  therefore  we  ask  for  the  production 
of  the  things  the  commission  relied  on  for  reaching  that  conclusion. 
There  is  nothing  in  our  records  which  this  committee  can  not  have. 
It  can  have  everything  we  have  got.  It  has  already  sent  its  ex- 
aminers there.  There  are  no  secrets  in  the  records  of  this  company, 
and  we  will  be  glad  to  furnish  anything  that  the  committee  wants 
from  our  records,  but  we  want  from  the  Interstate  Commerce  Com- 
mission's.record  the  basis  that  commission  relied  on  for  its  conclusion. 

Mr.  Douglas.  Let  me  ask  you — one  moment — courteously,  of 
course — if  the  Southern  Railway  has  copies  of  the  minutes  of  the 
association  ? 

The  Chairman.  If  you  will  permit  me  to  say  so,  that  question  can 
be  passed  upon  at  another  time  and  after  we  hear  from  the  Interstate 
Commerce  Commission.  This  discussion  has  all  arisen  out  of  the 
question  directed  to  Mr.  Dulaney,  which  has  been  answered,  to  the 
effect  that  all  he  knows  about  it  was  gathered  from  reading  the  re- 
port of  the  Interstate  Commerce  Commission,  and  if  there  are  any 
other  questions 

Mr.  Thom.  I  want  to  read. 

The  Chairman  (continuing).  Involved  in  that  statement,  let  us 
have  them. 

Mr.  Thom.  I  want  to  read,  in  connection  with  that,  an  extract 
from  the  letter  I  have  now,  filed  February  15,  1907,  from  Mr.  Green, 
freight  traffic  manager  of  the  Southern  Eailway,  to  the  chairman  of 
the  Interstate  Commerce  Commission.    It  is  a  brief 

The  Chairman.  Is  that  among  the  papers  you  have  filed  ? 

Mr.  Thom.  It  is  among  the  papers  I  have  filed,  and  quotes  this 
statement  from  the  pamphlet  which  Mr.  Dulaney  has  read.  On  page 
31  the  following  statement  occurs : 

There  is  a  clear  conclusion  to  be  drawn  from  the  above  that  there  was  and 
is  an  agreement  among  the  several  railroads  mentioned  not  to  reduce  the  coal 
rates  without  consultation,  and  the  inference  is  without  the  consent  of  the 
railroad  companies  represented  on  said  committee. 

That  is  a  quotation  from  the  conmiission.    Mr.  Green  follows  that: 

This  statement  is  without  foundation  in  fact  so  far  as  it  relates  to  the  Asso- 
ciated Railways  of  Virginia  and  the  Carol inas.  There  is  not  now,  nor  has  there 
been  since  the  organization  of  the  so-called  coal  committee,  any  agreement  "  not 
to  reduce  coal  rates  without  consultation,"  and  therefore  the  inference  drawn 
is  wholly  unwarranted. 

Mr.  Lyon.  Mr.  Chairman,  I  insist  I  may  just  say  a  word  in  that 
connection.  It  certainly  ought  to  deal  fairly  with  the  Interstate 
Commerce  Commission.  That  report  is  based  on  the  conclusion  oi 
the  Interstate  Conmierce  Commission,  based  probably  on  the  record 
of  20,000  pages,  and  they  are  the  conclusions  of  the  commission,  and 
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that  commission  was  organized  in  1907,  and  not  more  than  one  mem- 
ber is  left  of  the  individuals  then  commissioners,  and  the  idea  of 
counsel  calling  on  the  individuals  of  that  commission 

Mr.  Thom.  Judge  .Clements  is  one  of  the  original  commissioners. 

Mr.  Lyon.  Judge  Clements  is  the  only  one  left,  I  think.  I  think 
all  the  rest  have  passed  out  of  service,  and  this  states  it  is  from 
minutes  and  the  testimony  in  the  case  covering  a  record  of  20,000 
pages.  Of  course,  the  commission  can  not  at  this  time  say  what — I 
do  not  know  what  commissioner  wrote  this  opinion — probably  some 
individual  prepared  it — ^but  just  what  that  body  of  men  referred  to 
when  they  said  they  informed  is  that  the  Southern  did  so  and  so. 
Suppose  this  committee  was  called  upon  in  this  inquiry  and  asked 
the  question  to  exactly  point  out  the  specific  things  m  the  record  of 
20,000  pages  upon  which  they  based  their  conclusion.  It  seems  to 
me  that  counsel  ought  to  be  fair  to  the  commission.  They  refer  to 
the  minutes,  and  the  minutes  are  quoted  in  this  document  right  here 
[indicating]. 

Mr.  Thom.  If  the  quotation  in  the  document  that  Mr.  Lyon  refers 
to  is  all  they  have,  let  us  know  it. 

Mr.  Lyon.  It  certainly  can  not  be  true 

The  Chairman.  I  do  not  know  what  the  object  of  this  argument  is. 
It  has  already  been  stated  that  the  chairman  of  the  Committee  on 
Naval  Affairs  has  written  to  the  Interstate  Commerce  Commission. 
We  will  get  whafever  is  necessary  to  arrive  at  a  fair  conclusion  in 
this  matter,  and  I  think  neither  side  will  complain.  My  suggestion 
now  is  to  go  ahead  wit^i  what  this  witness  knows  about. 

Mr.  Thom.  That  is  perfectly  satisfactory  to  me,  and  that  is  what 
I  am  trying  to  get  at. 

The  Chairman.  All  right ;  let  us  do  that. 

Mr.  Thom.  Mr.  Dulaney,  will  you  mention  the  name  of  your  in- 
formant about  the  conversation  which  was  reported  to  you  as  having 
occurred  between  you  and  Mr.  Spencer  in  regard  to  the  establishment 
of  these  facilities  at  Charleston? 

Mr.  Dulaney.  Certainly,  sir.  Gentlemen,  the  circumstances  are 
these : 

I  think  it  was  during  the  latter  part  of  last  winter.  Mr.  Emmert 
lives  in  this  city,  and  his  health  became  bad,  impaired;  and  he  de- 
sired to  go  South  to  live.  I  think  he  went  to  Charleston  and  looked 
over  that  situation,  and  came  back  and  talked  to  me  about  it.  He 
had  been  formerly  employed  by  me  for  many  years,  and  interested 
with  me  in  business.  So,  on  his  return,  he  took  up  the  matter  with 
me  as  a  business  proposition,  asking  if  I  would  invest  some  money 
with  him  in  coal  docks  at  Charleston.  My  answer  was  this :  "  If 
you  can  make  an  arrangement  with  the  Southern  Railway  that  is 
satisfactory,  I  will  help  you  finance  the  dock  enterprise."  It  was 
brought  in  perfect  good  faith,  and  had  no  connection  at  all  with  this 
case.  Mr.  Emmert,  following  that,  as  I  understand,  took  up  the  ques- 
tion with  Mr.  Spencer  as  to  the  ways  and  methods  that  it  might  be 
carried  out.  I  do  not  know  just  what  was  discussed,  but  during  the 
negotiations  or  during  the  conversations  Mr.  Emmert  reported  back 
to  me  finally  the  statement  which  I  made  a  few  days  ago,  and  Mr. 
Emmert  is  ready  to  come  before  the  committee  on  that  subject.  I 
wish  to  say  for  him  that  the  statement  was  not  made  to  me  in  con- 
nection with  this  case  at  all,  and  the  reason  I  know  about  it  was  be- 
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cause  he  expected  me  to  invest  in  it  if  he  could  complete  the  arrange- 
ments   Is  that  satisfactory? 

Mr.  Thom.  Will  you  be  kind  enough  to  say  what  it  was  that  he 
stated  to  you  that  Mr.  Spencer  said  ? 

Mr.  DuLANEY.  I  stated  substantially  that.    I  will  be  glad  to 

Mr.  Thom.  I  want  it  repeated,  please. 

Mr.  DuLANEY  (continuing).  To  repeat  it.  It  was  substantially 
that  Mr.  Spencer  discouraged  it  as  a  business  project,  stating,  among 
other  things,  that  Mr.  Berwind  controlled  the  tidewater  business  in 
the  coastwsie  field  south  of  Hatteras  to  a  large  extent,  and  that  Mr. 
McHarg,  one  of  the  large  shippers  from  the  Virginia  field,  was  not 
favorable  to  the  movement  of  coal  in  that  direction. 

Mr.  Thom.  What  I  want  to  get  at 

Mr.  DuLANEY.  That  is  it. 

Mr.  Thom  (continuing).  Was  whether  or  not  this  conversation 
had  to  do  with  the  establishment  by  the  Southern  Railway  of  facili- 
ties at  Charleston,  or  had  to  do  with  the  difficulty  of  meeting  the 
competition  of  Mr.  Berwind  in  Cuba  and  other  points  where  they 
were  established. 

Mr.  DuLANEY.  It  probably  had,  sir ;  but  I  would  prefer  Mr.  Em- 
mert  to  state  that. 

Mr.  Thom.  That  is  what  I  want  to  find  out,  because  it  all  depends 
upon  that  distinction. 

Mr.  DuLANEY.  I  am  unable  to  give  the  distinction.  I  would  if  I 
could. 

Mr.  Thom.  You  mean  to  make  on  the  committee  the  impression 
that  Mr.  Spencer  said  to  Mr.  Emmert  and  Mr.  Emmert  reported  to 
you  that  Mr.  Berwind's  control  of  the  coastwise  trade  in  full  would 
prevent  the  establishment  at  Charleston  by  the  Southern  Railway  of 
coal-shipping  facilities? 

Mr.  DuLANEY.  I  do  not  think  I  used  the  word  "prevent,"  but 
would  make  it  very  difficult — make  any  effort  in  that  direction  futile, 
is  substantially 

Mr.  Thom.  You  mean  any  effort  for  the  Southern  Railwav  Co. 
to  built  its  facilities  "  futile  ^  ? 

Mr.  DuiLANEY.  I  was  discussing 


Mr.  Thom.  Was  that  your  idea — ^would  make  the  construction  by 
the  Southern  Railway  Ck).  of  shipping  facilities  for  coal  at  Charles- 
ton "futile"? 

Mr.  DuLANEY.  I  have  tried  to  make  that  perfectly  clear.  Mr. 
Emmert's  plan  was  to  take  up  in  connection  with  the  Southern  Rail- 
way the  question  of  building  docks  there. 

Mr.  Douglas.  Who  building  docks;  a  private  company  or  the 
Southern  Railway? 

Mr.  DuLANEY.  That  feature  was  not  even  developed.  The  point 
was  this:  I  said  to  him,  " If  the  Southern  Railway  will  go  on  record 
so  that  I  may  know  that  the  business  will  be  done,  and  if  it  is  a 
question  of  means  to  build  those  docks,  I  will  help  you  do  it.  Now 
go  and  work  out  the  plan  with  the  Southern  Railway." 

Mr.  Thom.  It  is  a  very  important  matter,  Mr.  Chairman,  to  make 
this  distinction — ^to  get  the  distinction  clear  here — for  the  reason 
that  Mr.  Spencer's  statement  to  whoever  was  talking  to  him — I  did 
not  know  it  was  Mr.  Emmert — ^was,  as  I  am  advised,  that  Mr.  Ber- 
wind had  great  coal  facilities  in  Cuba  and  at  other  points  and  would 
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make  any  dealers'  competition  with  him  very  strong,  but  had  no 
reference  to  the  question  of  installing  these  facilities  at  Charleston, 
and  I  am  trying  to  get  at  that. 

Mr.  DuLANBY.  I  accept  your  statement  on  that,  because  I  do  not 
think 

The  Chairman.  When  was  this  conversation  reported  to  you? 

Mr.  DuLANET.  It  was  early  in  last  spring — ^I  mean  a  year  ago — 

The  Chairman.  1913? 

Mr.  DuLANEY.  Yes,  sir.  I  do  not  recall  the  month  exactly,  but 
probably  January  or  February.  The  weather  was  cold,  and  he  went 
down  in  that  section  and  remained  a  while. 

Mr.  Thom.  I  now  furnish  some  information  asked  for  by  Senator 
Smith.  It  appeared  in  the  testimony  that  the  Southern  Railwajr  is 
the  owner  or  184  shares  of  Coal  Creek  Mining  &  Manufacturing 
Co.'s  stock.  Senator  Smith  asked  for  the  total  amount  of  stock. 
The  total  amount  of  stock  is  25,000  shares.  My  associate,  Mr.  Rixey, 
wishes  to  ask  some  questions  on  cross-examination.  I  have  finished. 
Mr.  Lyon.  Mr.  Thom,  just  before  leaving  that  other  matter,  did 
I  understand  you  that  your  understanding  from  what  Mr.  Spencer 
intimated  was  that  it  would  be  practicafly  useless  to  try  to  com- 
pete with 

Mr.  Thom.  No,  no;  that  it  would  be  a  very  serious  commercial 
enterprise  to  try  and  compete  in  these  fields  beyond  the  coast. 

Mr.  Lyon.  Aiid  that  is 

Mr.  Thom.  But  that  did  not  have  any  reference  to  our  establishing 
facilities,  but  only  had  to  do  with  the  difficulty  that  a  coal  seller 
would  have  to  meet  when  he  tried  to  enter  fhe  markets  that  were 
abeady  occupied  by  strong  people ;  that  was  all. 

Mr.  Lyon.  And  yet  the  SoutJiem  Kailway  were 

Mr.  Dulaney.  That  conforms  to  my  statement. 
Mr.  Lyon.  And  yet  the  Southern  Railway  were  in  the  act  of 
Imilding? 
Mr.  Thom.  We  are  going  to  build  and  take  the  risk. 
Mr.  Lyon.  Take  the  risk,  yes. 

Mr.  Rixey.  Mr.  Lyon,  you  filed  an  exhibit  this  morning  purport- 
ing to  give  the  total  capacity  of  the  Southern  and  the  Virginia  & 
Southwestern,  and  also  the  Louisville  &  Nashville  mines  in  eastern 
Tennessee,  Kentucky,  and  Virginia.  So  far  as  the  capacity  of  the 
Southern  Railway  and  the  Virginia  &  Southwestern  mines  are  con- 
cerned, I  understood  you  to  say  that  you  based  your  exhibit  upon  a 
pamphlet  issued  by  I.  L.  Graves,  coal  freight  agent  of  the  Southern 
Railway. 

Mr.  DuLANEY.  Which  was  one  of  the  bases,  and  also  the  coal 
freight  agent  of  the  Louisville  &  Nashville.    I  refer  to  both  of  them. 
Mr.  RixEr.  I  confine  my  question  as  to  the  Southern  Railway. 
Mr.  DuLANEY.  Very  well. 

Mr.  RixEF.  Is  your  information  based  solely  upon  that  pamphlet 
as  to  the  Southern  Railway  and  Virginia  &  Southwestern  ? 
Mr.  DuLANEY.  I  think  it  is,  sir. 

Mr.  Rixey.  I  hand  you  such  a  pamphlet,  issued  by  Mr.  Graves,  and 
ask  you  if  that  is  the  pamphlet  on  which  you  based  your  informa- 
tion [handing  paper  to  the  witness] ,  or  a  copy  of  it  ? 
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Mr.  DuLANEY.  I  do  not  know  that  it  is  the  same  date,  but  it  looks 
like  the  same  issue. 

The  Chairman.  That  would  have  something  to  do  with  it,  because^ 
you  were  referring  to  the  year  1913. 

Mr.  RixEY.  It  is  effective  April  1,  1913. 

Mr.  DuLANEY.  It  reports  up  to  that  date,  does  it? 

Mr.  RiXEY.  I  understand  it  is  the  only  one  that  has  ever  been 
issued. 

Mr.  DuLANEY.  Then,  it  must  be  the  same. 

Mr.  RiXEr.  I  call  your  attention  now,  Mr.  Dulaney,  to  this  notice 
appearing  at  the  first  part  of  the  pamphlet  [reading]  : 

The  information  contained  in  this  publication  as  to  the  capacity  of  the  vari- 
ous mines  and  ovens  was  furnished  wholly  by  the  coal  and  coke  companies.  The 
Southern  Railway,  the  Virginia  &  Southwestern  Railway,  the  Northern  Alabama 
Railway  Companies  assume  no  responsibility  for  the  correctness  of  such  data. 

Mr.  Dulaney.  I  think  it  is  one  reason 

Mr.  RixEr.  One  moment.    Let  me  get  through. 

Mr.  DuLrANEY.  I  gave  particular 

Mr.  RixEY.  Won't  you  let  me  finish  reading  this  quotation? 
Mr.  Dulaney.  Yes,  sir. 
Mr.  RixEY.  It  savs: 

It  only  has  advised  consumers  and  other  interested  persons  seeking  informa- 
tion as  to  coal  and  coke  production  on  these  lines. 

Mr.  Dulaney.  What  is  your  question? 

Mr.  RixEY.  I  ask  you  if  you  mean  to  say  that  the  figures  which 
you  have  given,  taken  from  that  pamphlet,  show  the  rate  capacity 
of  these  mines?  « 

Mr.  Dulaney.  I  certainly  do,  according  to  his  statement;  that  is, 
they  show  what  the  operators  themselves  report,  and  the  operators 
ought  to  be  better  qualified  to  state  the  facts  than  anybody  else. 

Mr.  RixEY.  That  is  what  the  operators  claim,  is  it  not  ? 

Mr.  Dulaney.  Those 

Mr.  RixEY.  These  figures  are  the  claims  of  the  operators  sent  out 
commercially  to  the  world.  What  I  want  to  know  is,  are  cars,  as 
distributed  to  these  mines,  on  the  basis  of  these  figures? 

Mr.  Dulaney.  You  expect  me  to  answer  that  question? 

Mr.  Rixey.  Do  you  know? 

Mr.  Dulaney.  1  do  not. 

Mr.  Rixey.  Do  you  or  not  know  that  the  basis  for  car  distribution 
and  the  basis  required  by  the  Interstate  Commerce  Commission  for 
car  distribution  will  show  a  very  much  less  capacity  than  that  you 
have  given? 

Mr.  Dulaney.  I  do  not  know ;  but  so  far  as  I  am  concerned,  and 
so  far  as  my  knowledge  goes,  I  would  not  attribute  any  value  what- 
ever to  car  distribution  basis  as  to  the  capacity  of  the  mines — let  me 
finish.  The  car  distribution  is  necessarily  based  upon  the  output  of 
the  mines.  The  railroad  has  it  in  its  power  to  make  that  output 
whatever  it  chooses.  The  mine  may  have  a  thousand-ton  capacity  a 
day,  and  the  railroad  may  give  it  enough  for  200  tons  a  day,  and 
keep  that  custom  up  until  the  mine  actually  has  not  more  capacity 
than  200  tons  a  day.  I  assert  that  the  information  coming  from  the 
operators  themselves  is  the  only  correct  information  that  I  know 
how  to  obtain.    That  is  all. 
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Mr.  RixEY.  You  do  not  assume  for  a  moment  that  the  Interstate 
Commerce  Commission  would  accept  any  suoh  claim  as  that  as  a  basis 
for  directing  car  distribution? 

Mr.  Dflaney.  I  do  assume  that  the  information  which  the  Inter- 
state Commerce  Commission  has  comes  from  the  railroads  themselves. 
Mr.  RixEY.  You  mean  to  say  that  none  of  their  information  as  to 
card  distribution  comes  from  shippers? 
Mr.  DuLANEY.  I  do  not  know  of  any. 

Mr.  EixEY.  Do  you  know 

Mr.  DnLANEY.  Possibly  in  rate  cases  some  information  of  that  kind, 
but  as  to  regular  information  on  that  subject,  I  should  say  it  comes 
from  the  railroads. 

Mr.  RixEY.  You  gave  as  the  shipments  from  Southern  Railway 
mines,  and  the  Virginia  &  Southwestern,  for  the  year  1913,  1,243,651 
tons.    From  what  source  did  you  obtain  that  information? 
Mr.  DuLANEY.  From  the  Geological  Survey  reports. 
Mr.  EixEY.  From  the  Geological  Survey  reports  ? 
Mr.  DuLANEY.  Yes,  sir. 

Mr.  EiXEY.  I  have  not  had  a  chance  to  check  that  statement.  I 
simply  notice  that  in  the  hearing  of  the  general  coal  investigation  be- 
fore the  commission  from  Mr.  Boyd's  Exhibit  No.  29,  that  he  gave 
the  amount  from  Virginia  &  Southwestern  Railway  mines  to  North 
and  South  Carolina  alone,  for  the  year  ending  June  30,  1913,  as 
1,264,780  tons.  In  other  words,  the  movement  which  he  showed  to 
North  Carolina  alone  is  more  than  the  movement  which  you  show 
from  Virginia  &  Southwestern  mines  in  all  directions. 

Mr.  DuLANEY.  Then  it  is  a  question  of  authority  whether  Mr.  Boyd, 
^^ho  represents  the  Louisville  and  Nashville  road,  is  a  better  authority 
than  the  Geological  Survey. 

Mr.  RixEY.  Did  you  take  your  information  as  to  the  total  move- 
i^ent  from  Southern  Bailway,  eastern  Tennessee,  and  Kentucky  mines 
from  the  same  source  ? 
Mr.  DuLANEY.  Yes. 

Mr.  RixEY.  Now,  Mr.  Dulaney,  you  have  talked  a  great  deal  about 
your  first  case  before  the  Interstate  Commerce  Commission,  known  as 
^he  Black  Mountain  case.  You  have  not  mentioned  the  fact  that  you 
have  a  second  complaint  in  the  name  of  the  Black  Mountain  Corpora- 
tion before  the  Interstate  Commerce  Commission,  have  you? 

Mr.  DuiiANEY.  I  think  I  have  mentioned  the  fact  that  we  have  had 
^^veral  cases  before  them. 
.    Mr.  RixEY.  Have  you  mentioned  the  fact  that  you  now  have  pend- 

^^  before  the  Interstate  Commerce  Commission 

Mr.  Dulaney.  I  think  I  have,  sir. 
Mr.  RixEY.  A  second  case? 
Mr.  Dulaney.  I  think  I  have,  sir. 
Mr.  RixEY.  The  fact  is  that  you  have  such  a  case  ? 
Mr.  Dulaney.  That  is  correct.    It  has  been  before  the  commission 
*or  probably  more  than  a  year. 

Mr.  Rixey.  That  complaint  is  docket  No.  5992,  is  it  not,  on  the 
Commission's  docket? 

Mr.  Dulaney.  If  you  will  let  me — if  you  have  a  copy  I  will  be 
glad  to  read  it. 

Mr.  Rixey.  I  can  state,  to  save  time,  it  is. 
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Mr.  Lyon.  Certainly.    In  anything  of  that  kind  merely  state  it. 

Mr.  KixEY.  All  right.  Did  you  not,  in  that  complaint,  present 
every  question  concerning  the  rate  adjustment  from  Black  Mountain 
fields  to  Virginia,  North  and  South  Carolina  territory,  southern  ter- 
ritory, which  you  have  gone  into  here  ? 

Mr.  DuLANEY.  I  can  not  answer  that  offhand.  I  have  not  seen 
that,  and  I  have  probably 

Mr.  RixEY.  I  ask  you  whether  or  not  you  can  say  substantially 
every  question 

Mr.  DuLANEY.  I  can  not  say. 

Mr.  RixEY.  Just  let  me  ask  my  question,  please — substantially 
every  question  which  you  have  presented  here  concerning  the  adjust- 
ment of  rates  from  the  Black  Mountain  fields  to  Virginia-Carolina 
territo]^  and  the  southeast  is  presented  in  that  complaint,  is  it  not? 

Mr.  DuLANEY.  If  you  say  so  I  will  grant  it  for  your  argument's 
sake.    I  really  could  not  tell  without  seeing  the  document  itself. 

Mr.  RixEY.  Testimony  concerning  all  those  matters  has  been  taken, 
has  it  not? 

Mr.  Dui/ANEY.  A  great  deal  of  testimony,  sir,  I  understand. 

Mr.  RixEY.  And  the  case  has  been  submitted  to  the  commission, 
subject  to  briefing  and  argument  ? 

Mr.  DuLANEY.  That  is  probably  true,  sir. 

Mr.  RixEY.  Did  not  the  commission,  by  an  order  dated  November 
10,  1913,  of  its  own  motion,  direct  an  inquiry  and  investigation  con- 
cerning rates  on  bituminous  coal  from  points  in  Virgmia,  West 
Virginia,  Kentucky,  and  Tennessee  to  points  of  destination  in  Vir- 
ginia, the  Carolinas,  and  the  southeast — Florida,  Georgia,  Ala- 
bama, etc.  ? 

Mr.  DuLANEY.  You  state  that  as  a  fact,  do  you? 

Mr.  RixEY.  Do  you  not  know  that  to  be  a  fact? 

Mr.  DuLANEY.  I  do  not.     I  know  there  was  some  general  con^ 
solidation  of  a  great  many  cases  that  had  accumulated  in  that  dis- 
•trict,  but  those  are  matters  that  the  lawyers  take  up,  and  you  cer- 
tainly could  not  expect  me  to  remember  all  the  facts,  because  I  nevei^ 
read  the  document. 

Mr.  RixEY.  I  want  to  quote  briefly  from  that  order  directing  that- 
investigation. 

Mr.  DuLANEY.  Very  well. 

Mr.  RixEY.  Known  as  docket  No.  6324.    (Reading:) 

It  is  further  ordered.  That  this  proceeding  be  conducted  with  a  view  to  ascer- 
taining whether  the  rates  at  present  maintained,  or  any  of  them,  for  the  trans- 
portation aforesaid  are  unreasonable,  and  whether  said  rates,  or  any  of  them, 
subject  said  traflSc,  or  any  shipper  or  receiver  thereof,  from  any  of  the  points 
of  origin  in  said  States  of  Virginia,  West  Virginia,  Kentucky,  and  Tennessee  to 
any  points  of  destination  in  said  States  of  Virginia,  North  Carolina,  South 
Carolina,  Georgia,  and  Florida  to  undue  or  unreasonable  prejudice  or  disadvan 
tage,  or  malie  or  give  any  undue  or  unreasonable  preference  or  advantage  to 
any  of  said  traffic,  or  to  any  shipper  or  receiver  thereof,  and  of  determining 
what  shall  be  the  reasonable  relationship  of  rates  to  the  several  points  of  des- 
tination as  between  the  several  producing  fields. 

It  is  further  ordered,  That  this  proceeding  and  inquiry  be  conducted  with  it- 
view  to  the  issuance  of  an  order  or  orders  requiring  the  respondents  hereiu^ 
to  cease  and  desist  from  charging,  demanding,  collecting,  or  receiving  any  rate^= 
for  the  transportation  aforesaid,  in  so  far  as  the  same  may  be  found  to  be  unrea  ^ 
sonable  or  unduly  preferential  or  prejudicial,  and  requiring  such  respondents^^ 
to  substitute  and  establish  in  lieu  thereof  such  rates  as  may  be  found  to  b^ 
reasonable  and  nondiscriminatory. 
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You  were  not  advised  of  that  investigation,  and  you  were  not  rep- 
resented in  that  investigation  by  the  same  counsel  representing  you 
here? 
Mr.  DuLANEY.  I  will  grant  that  that  is  true,  sir. 
Mr.  RixEY.  Did  you  appear  and  testify  during  that  investigation? 
Mr.  Dulaney.  I  did  not. 

Mr.  RixET.  Then  you  have  not,  although  the  Interstate  Commerce 
Commission  is  now  investigating  and  has  ordered  a  general  investi- 
gation into  this  subject,  appeared  and  given  them  the  benefit  of  the 
testimony  which  you  have  imdertaken  to  give  here  ? 
Mr.  DuLANET.  I  think  I  have  answered  that  question  very  fully. 

Mr.  Lyon.  It  did  not  appear,  it  certainly  follows 

Mr.  RixEY.  Why,  Mr.  Dulaney 

Mr.  Dulaney.  I  am  going  to  answer. 
Mr.  RixEY.  AH  right. 

Mr.  Dulaney  (continuing).  Very  fullj;  but  I  will  add  that  the 
questions  brought  up  before  this  committee  are  broader  questions 
than  any  involved  in  that  investigation.    I  do  not  understand  that 
that  investigation  involves  at  all  a  comparison  of  rates  to  points 
south  of  Hatteras  with  points  north  of  Hatteras.    I  do  understand 
that  in  these  matters  that  are  brought  technically  before  the  commis- 
sion— ^the   adjustment,  the  lowering  of  rates,  and  the  raising  of 
rates — as  I  have  before  stated,  are  fixed  largely  by  testimony.    Now, 
the  testimony  of  all  the  railroads  that  you  need,  all  the  expert  wit- 
nesses^ and  the  testimonv  of  the  favored  coal  operators,  and  where 
it  is  simply  a  contest  before  a  commission  as  to  who  can  furnish  the 
most  witnesses  and  who  can  produce  the  greatest  testimony,  I  do  not 
think  the  operators,  as  I  have  said,  stand  a  fair  show ;  and  I  do  not 
think  the  question  involved  here  is  that  question  at  all,  because  we 
ai'e  now  considering  whether  the  entire  southeastern  territory  is 
ttot  discriminated  against,  as  compared  with  the  railroads  of  the 
tlnited  States,  so  far  as  I  know. 

Mr.  RixEY.  Do  you  mean  to  say  that  you  can  not  present  that 
feature  before  the  commission  in  this  investigation  ? 

Mr.  Dulaney.  I  mean  to  say  that  we  choose  to  do  it  in  a  different 

Mr.  RixEY.  You  say  that  the  Interstate  Commerce  Commission 
i^  misled  by  these  expert  witnesses,  and  yet  when  it  makes  one  of 
^Hese  investigations  you,  who  are  an  expert  on  the  subject  of  con- 
^t>iracy  fail  to  go  there  and  give  them  the  benefit  of  your  infor- 
i^ation? 

Mr.  Dulaney.  If  any  such  questions  have  ever  been  raised  by  the 
Interstate  Commerce  Commission  I  have  never  known  it,  sir,  in 
^Hat  territory.  I  will  be  glad  if  you  will  summon  me  at  any  time 
^o  go  before  the  Interstate  Commerce  Commission. 

Mr.  RixEY.  Are  you  sure  you  had  an  opportunity  to  go  there 
^•Xid  complain  of  this  very  situation  that  you  are  trying  to  present 
*^ere  and  did  not  do  it? 

Mr.  Dulaney.  I  deny  it  is  the  very  same  proposition,  as  I  have 
already  explained. 

Mr.  RixEY.  I  am  not  going  to  argue  that  with  you.  The  order 
"^ill  speak  for  itself'  and  the  scope  of.  Are  you  not  willing  to  leave 
^o  the  Interstate  Commerce  Commission  the  question  of  determining 
tihe  reasonableness  of  rates,  the  relative  adjustment  of  rates,  and 
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the  disposition  of  any  question  of  discrimination  as  between  pro- 
ducing  

The  Chairman.  I  do  not  think  it  is  material  whether  lie  is  or  not. 

Mr.  Lyon.  No  ;  this  is  a  higher  authority  than  the  Interstate  Com- 
merce Commission. 

Mr.  RixEY.  I  am  not  questioning  the  authority  of  this  committee. 

Mr.  Douglas.  I  might  ask  you  the  question,  wifiy  you  are  objecting 
to  this  proceeding  and  to  going  to  this  tribunal.  One  is  just  as  rele- 
vant as  the  other. 

Mr.  Thom.  I  understand  the  Chairman  has  ruled  on  it. 

The  Chairman.  Yes. 

Mr.  RixEY.  Mr.  Dulaney,  you  are  interested,  principally,  not  with 
the  amount  of  the  rate  in  and  of  itself,  but  with  the  relation  of 
rates,  are  you  not  ? 

Mr.  Dulaney.  I  will  grant  that.  The  relation  of  one  section  of 
the  country  compared  with  another  section  of  the  country. 

Mr.  RixEY.  In  other  words,  if,  we  will  say.  Coal  Creek  and  Vir- 
ginia fields  were  the  only  fields  shipping  to  Atlanta,  and  the  rate  to 
Atlanta  was  $1.35,  and  from  Virginia  fields  to  Atlanta  $1.70,  a  re- 
duction in  the  rates  of  the  same  amount  from  each  field  would  not 
benefit  you  as  an  operator  in  any  way,  would  it  ? 

Mr.  Dulaney.  What  is  your  hypothesis? 

Mr.  RixEY.  Let  us  assume  that  the  Coal  Creek  fields  and  the 
Virginia  &  Southwestern  fields  are  shipping  to  Atlanta  and  that  they 
are  the  only  fields  that  supply  Atlanta. 

Mr.  Dulaney.  And  it  is  a  35-cent  differential  in  favor  of  the  Coal 
Creek  fields? 

Mr.  RixEY.  Yes,  sir. 

Mr.  Dui^aney.  What  is  your  question  now  ? 

Mr.  Lyon.  That  is  an  assumption  and  not  a  fact. 

Mr.  RixEY.  That  is  an  assumption? 

Mr.  Lyon.  Yes ;  and  not  a  fact. 

Mr.  EixEY.  Suppose  your  rate  is  reduced  from  Coal  Creek  and 
from  Virginia  &  Southwestern  points  the  same  to  all,  as  an  operator 
you  are  in  no  way  benefited,  are  you  ? 

Mr.  Dulaney.  No.  If  I  had  no  interests  beyond  that  question,  I 
would  not  be  before  this  body. 

Mr.  RixEY.  You  have  referred,  Mr.  Dulaney,  to  the  fact  that  all 
rates  on  coal  in  this  southern  territory,  south  of  what  you  call  the 
"  dead  line  "  and  which  you  have  marked  on  your  map  there  [indicat- 
ing] as  the  southern  boundary  of  Virginia,  are  higher  than  they  are 
north  of  that  so-called  dead  line  ? 

Mr.  Dulaney.  I  have. 

Mr.  RiXEY.  I  understood  you  to  say  that  you  knew  of  no  reason 
for  that  difference  in  adjustment  except  the  domination  of  the  so- 
called  Coal  Trust  over  the  transportation  lines. 

Mr.  Dulaney.  That  is  your  understanding? 

Mr.  RixEY.  Is  that  what  you  said? 

Mr.  Dulaney.  That  is  one  of  the  things  I  said  was  producing  it. 
1  also  said  that  the  fact  that  the  Southern  Railway  is  restricted  to  a 
very  narrow  little  territory  and  the  further  fact  that  it  has  to  raise 
a  given  amount  of  revenue  makes  it  necessary  to  charge  these  higher 
rates. 
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Mr.  RiXEY.  We  are  talking  now  about  your  so-called  "  dead  line  " 
that  you  say  is  being  drawn. 

Mr.  DuiiANEY.  Very  well,  talk  about  that. 

Mr.  RiXEY.  I  understand,  then,  that  you  say  that  the  reason  for 
drawing  that  line  is  the  domination  of  the  Coal  Trust  over  the  trans- 
portation lines? 

Mr.  DuLANEY.  One  of  the  reasons;  one  of  the  means  of  carrying 
out  the  advantages  of  the  Coal  Trust. 

Mr.  RixEY.  Then,  if  that  is  so,  would  you  not  expect  to  find  that 
that  relation  of  rates  which  you  designate  as  "peculiar"  was  con- 
fined to  the  coal-rate  adjustment  ? 

Mr.  DuLANEY.  On  the  contrary;  it  is  the  coal  business  that  those 
men  are  particularly  interested  in.    Let  me  finish 

Mr.  EixEY.  Yes. 

Mr.  DuLANEY.  So  far  as  moving  other  classes  of  tonnage  into  the 
territory,  their  interests  might  be  just  the  opposite. 

Mr.  RiXEY.  You  would  expect  to  find  that  that  condition  would 
exist  only  in  the  case  of  coal  rates,  if  it  is  attributable  to  the  cause  to 
which  you  attribute  it  ? 

Mr.  DuLANEY.  Please  cut  that  in  two  and  give  it  to  me. 

Mr.  RixEY.  I  think  that  is  a  simple  question. 

Mr.  DuLANEY.  Simplify  your  question. 

Mr.  RixEY.  Ask  the  stenographer  to  repeat  it,  please. 

(The  stenographer  then  read  the  question,  as  follows:) 

You  would  expect  to  find  that  that  condition  would  exist  only  in  the  case  of 
coal  rates,  if  it  is  attributable  to  the  cause  to  which  you  attribute  it? 

Mr.  DuiiANEY.  You  understand  the  question,  do  you? 

Mr.  EiXEY.  Do  not  let  us  haggle  and  waste  time. 

Mr.  DuLANEY.  I  am  not  "  haggling,"  sir.  You  put  your  question 
plainly. 

Mr.  KixEY.  Your  idea  of  what  is  plain  may  be  different  from 
my  own. 

Mr.  Douglas.  You  said  "attributable  to  the  cause  to  which  you 
attribute  it." 

Mr.  KixEY.  You  say  the  Coal  Trust  dominates  the  coal-rate  situa- 
tion; that  they  compel  a  low  level  of  rates  north  of  the  Virginia 
line  and  compel  a  high  level  of  rates  south  of  that  line  ? 

Mr.  Lyon.  Did  he  not  qualify  that  ? 

Mr.  RixEY.  Wait  one  minute.  Just  let  him  say  whether  he  did  or 
not.  If  that  is  true,  Mr.  Dulaney,  and  the  reason  for  that  difference 
in  adjustment  is  solely  on  accoimt  of  the  Coal  Trust,  would  you  not 
expect  to  find  that  dinerence  in  relation  in  rates  confined  to  the  coal- 
rate  adjustment  and  not  existing  in  other  traffic  ? 

Mr.  Dulaney.  What  do  you  mean  by  the  "coal-rate  adjustment"? 

Mr.  EixEY.  To  the  level  of  coal  rates  north  of  the  Virginia  line 
and  south  of  the  Virginia  line. 

Mr.  Dulaney.  I  gave  a  reason  which  I  think  will  hold  good  in 
vour  case,  that  the  gentlemen  interested  in  the  Coal  Trust  probably 
have  investments  of  their  own.  I  think  we  could  show  that  very 
readily-direct  investments  in  the  Norfolk  &  Western  Railway ;  and 
having  investments  in  that  property  they  take  care  of  the  people 
ind  the  manufacturing  interests  along  the  line  of  that  road.    I  have 
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already  shown  that  the  men  whose  names  I  gave  and  who  are  promi- 
nent in  the  Coal  Trust  have  practically  no  investment  in  the  Southern 
Railway  or  in  the  southern  territory,  excepting  the  few  coal  opera- 
tions mentioned. 

Mr.  RixEY.  Do  you  not  know  it  to  be  a  fact  that  the  general  level 
of  rates  on  all  traffic,  Mr.  Dulaney,  not  only  coal  products  and  other 
products  of  the  mines,  products  of  the  forest,  agricultural  products, 
merchandise,  and  the  ordinary  traffic  that  moves  over  railroads  in 
the  territory  north  of  the  Virginia  line  is  lower  than  south  of  that 
line? 

Mr.  Dulaney.  I  will  accept  your  statement.  That  supports  my 
general  statement  that  the  territory  is  discriminated  against. 

Mr.  RixEY.  Do  you  or  not  know  whether  the  very  question  that 
you  have  raised;  and  are  now  seeking  to  raise,  has  been  considered, 
mvestigated,  and  passed  on  by  the  Interstate  Commerce  Commis- 
sion ? 

Mr.  Dulaney.  I  do  not. 

Mr.  Lyon.  What  question  did  you  refer  to,  Mr.  Rixey  ? 

Mr.  Rixey.  The  difference  in  the  level  of  rates  to  Virginia  cities, 
if  you  please,  and  to  the  territory  north,  as  compared  with  the  level 
of  rates  in  the  South. 

Mr.  Lyon.  I  thought  he  was  trying  to  get  a  rate  through  Charles- 
ton.     I  may  have  misunderstood. 

Mr.  Rixey.  Thought  he  was  trying  to  get  a  rate  through  Charles- 
ton— who  ? 

Mr.  Lyon.  Mr.  Dulaney. 

The  Chairman.  Go  ahead,  Mr.  Dulaney. 

Mr.  Rixey.  I  will  tell  you  what  difference  it  makes.  Mr.  Dulaney 
makes  the  statement  that  that  difference  in  rates  can  only  be  attrib- 
uted to  one  thing. 

Mr.  Douglas.  He  never  did  say  that.  He  said  that  was  one  of  the 
many  causes.     He  said  it  to  you  over  and  over  again. 

Mr.  Rixey.  All  right ;  you  and  I  may  have  misunderstood  what 
he  said. 

Mr.  Douglas.  There  is  no  doubt  about  what  he  said. 

Mr.  Rixey.  Do  not  argue.  Let  me  get  through  my  statement  and 
then  you  can  talk  all  you  want  to.  He  said  that  that  can  only  be 
attributed  to  one  thing.  There  is  one  principal  cause.  I  want  to 
show  that  the  Interstate  Commerce  Commission  has  investigated  that 
very  situation  and  has  approved  that  adjustment.  If  that  was  an 
improper  adjustment,  if  there  was  no  reason 

Mr.  Douglas.  You  plead  res  ad  judicata,  denying  this  committee 
the  right  to  go  into  that. 

Mr.  Rixey.  I  am  not  pleading  res  adjudicata. 

Mr.  Douglas.  What  difference  does  it  make  ? 

Senator  Poindexter.  Supposing  the  question  is  a  material  one, 
would  not  the  best  proof  of  what  the  Interstate  Commerce  Commis- 
sion has  done  be  the  records  of  the  commission  ? 

Mr.  Rixey.  I  want  to  refer  to  that  right  now,  sir. 

Senator  Poindexter.  Also,  would  it  not  be  more  or  less  immaterial 
as  to  what  Mr.  Dulaney  thought  about  it  or  knows  about  it? 

Mr.  Rixey.  I  think  what  the  Interstate  Commerce  Commission  has 
said  has  very  material  bearing  on  that  subject. 
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The  Chairman.  That  may  be,  but  whether  he  knows  of  it  or  ap- 
proves of  it 

Mr.  RixEY.  If  he  knows,  my  question  was  directed  to  this :  I  was 
leading  up  to  what  the  Interstate  Commerce  Commission  has  said  on 
that  subject,  and  I  was  directing  this  question  to  Mr.  Dulaney  for  this 
purpose,  that  if  the  Interstate  Commerce  Commission — which  is  the 
bodjr  charged  by  the  Congress  with  the  duty  of  investigating  and 
passing  those  matters — has  investigated  that  very  situation,  and  has 
said  it  was  a  proper  situation,  if  that  shall  have  any  effect  on  his 
opinion  as  to  the  reasonableness 

The  Chairman.  Suppose  it  would  not  have  any  effect  on  his 
opinion  or  would  have,  what  difference  does  it  make  ?  Can  you  use 
that  before  the  committee  in  justification  of  the  existing  situation, 
regardless  of  what  Mn  Dulaney  thinks  about  it? 

,Mr.  RixET.  All  right,  sir.  As  authority  for  the  statement,  Mr. 
Chairman,  that  the  Interstate  Commerce  Commission  has  investi- 
gated the  general  level  of  rates  to  Virginia  cities,  as  compared  with 
rates  to  Carolina  territory  on  all  traffic,  I  refer  to  the  report  of  the 
commission  in  the  case  of  the  Operation  Commission  of  the  State  of 
North  Carolina  v.  Norfolk  &  Western  Railway  et  al.,  submitted  Octo- 
ber 22,  1908,  and  decided  June  7,  1910. 

The  Chairman.  Very  well.  Now,  I  think  that  covers  the  point 
you  want  to  raise,  and  does  not  make  any  difference  what  Mr. 
Dulaney  thinks,  so  far  as  I  can  see. 

Mr.  Dulaney.  In  that  connection,  I  would  like  to  call  attention 
to  the  fact,  if  I  understand  it  correctly,  that  the  counsel  for  the 
Southern  Railway  have  just  read  a  letter  from  Mr.  L.  Green  to  the 
commission,  in  which  he  sets  up  in  opposition  to  the  opinion  ren- 
dered by  the  Interstate  Conmierce  Commission  January  25,  1907 

Mr.  Douglas.  Are  you  through  with  this  witness? 

Mr.  RixEY.  No,  sir;  I  am  not  through.  Now,  Mr.  Dulaney,  you 
refer  to  the  rate  on  coal  from  Norfolk  &  Western  mines  to  tidewater, 
and  the  rate  to  Winston-Salem,  (lid  you  not? 

Mr.  Dulaney.  I  did,  sir. 

Mr.  RixEY.  And  you  said  you  could  see  no  reason  why,  if  they  car- 
ried the  rate  to  Norfolk  proper  of  $1.50,  they  should  charge  a  rate 
of  $2.10  to  Winston-Salem,  did  you  not? 

Mr.  Dulaney.  My  language  was  not  exactly  that,  but  I  will 
grant  it.    • 

Mr.  RixEY.  That  was  the  effect  of  it? 

Mr.  Dulaney.  Very  well.    What  is  the  question,  please? 

Mr.  RixEY.  Do  you  or  not  know  whether  the  Interstate  Commerce 
Commission  fixed  the  rate  from  Pocahontas  to  Winston-Salem? 

Mr.  Dulaney.  You  seem  to  be  going  right  back  into  the  same  ques- 
tion.   I  assume  that  it  did  fix  the  rates.    Now,  what  is  next  ? 

Mr.  RixEY.  Mr.  Chairman,  in  connection  with  that  I  would  like  to 
call  attention  to  the  fact  that  the  very  same  proposition  which  Mr. 
Dulaney  raises,  comparing  coal  rates  from  Norfolk  &  Western  main- 
line points,  such  as  Richmond,  Petersburg,  and  Norfolk,  with  rates 
to  Carolina  territory,  and  particularly  to  Winston-Salem,  was  be- 
fore the  Interstate  Commerce  Commission  in  the  Board  of  Trade 
of  Winston-Salem  v.  The  Norfolk  &  Western  first,  and  is  reported  in 
the  sixteenth  Interstate  Commerce  Commission  report  at  page  12, 
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and  in  that  case  they  have  fixed  as  a  reasonable  rate  from  the  Poca- 
hontas district,  average  distance  to  Winston-Salem  255  miles,  a  rate 
of  $2.10 ;  that  that  rate  was  subsequently  attacked  after  the  two-year 
limitation  which  the  commission  had  ordered  in  the  $2.10  rate.    In 
a  subsequent  case  of  the  Board  of  Trade  of  Winston-Salem  v.  The 
Norfolk  &  Western  Kailway,  and  in  their  report  in  that  case,  re- 
ported in  twenty-sixth  Interstate  Commerce  Commission  report  at 
page  146,  they  again  approve  the  $2.10  rate  to  Winston-Salem,  and 
in  each  of  those  cases  stated  why  the  rate  of  $2.10  to  Winston-Saiem 
was  proper,  notwithstanding  the  rate  of  $1.50  to  Lynchburg,  Eich- 
mond,  Petersburg,  and  Norfolk,  on  the  main  line 

Mr.  DuiiANEY.  May  I  make  a  request  in  that  connection  that  the 
gentleman  will  furnish  the  list  of  all  witnesses  who  testified  in  the 
cases  he  has  referred  to  as  an  exhibit  ?  ^ 

Mr.  Lyon.  Mr.  Rixey,  for  the  record,  is  it  not  also  a  fact  that  that 
rate  is  now  back  before  the  Interstate  Commerce  Commission  ? 

Mr.  EixEY.  Yes,  sir ;  it  is  now  back  before  the  Interstate  Commerce 
Commission  in  this  general  investigation.  There  was  an  intervening 
petition. 

Mr.  Lyon.  It  has  been  under  attack  for  10  years,  has  it  not? 

Mr.  EixEY.  And  the  commission  has  twice  approved  it. 

Mr.  DuLANEY.  On  testimony 

Mr.  Lyon.  What  was  the  rate  to  Winston-Salem  before  the  first 
case  mentioned  was  brought?    Was  the  same  rate  in  effect? 

Mr.  Rixey.  The  rate  to  Winston- Salem,  sir,  when  the  first  case 
was  brought,  from  Pocahontas,  a  distance  of  255  miles,  was  $2.80. 

Mr.  Lyon.  Then  it  was  reduced  by  the  commission? 

Mr.  Rixey.  To  $2.10. 

Mr.  Lyon.  The  commission's  order  reduced  it  $2.10? 

Mr.  Rixey.  To  $2.10,  and  the  order  ran  for  two  years.  Imme- 
diately upon  expiration  of  that  order,  a  new  complaint  was  filed. 
The  commision  again  investigated  the  situation  and  declined  to  dis- 
turb that  level  of  rates  to  Carolina  territory,  or  to  order  into  effect 
to  Carolina  territory  the  level  of  rates  maintained  by  the  Norfolk  & 
Western  on  its  main  line. 

Mr.  Dulaney,  do  you  know  anything  about  the  operating  condi- 
tions on  the  Norfolk  &  Western  Railway? 

Mr.  Dulaney.  Yes. 

Mr.  Rixey.  Have  you  sufiicient  knowledge  of  those  trade  condi- 
tions, of  the  density  and  volume  of  trafiic  on  the  Norfolk  &  Western 
Railway  to  say  that  different  rate  they  maintain  from  their  coal 
districts  in  West  Virginia  to  tidewater,  that  the  Southern  Railway 
can  maintain  and  should  maintain,  be  ordered  to  maintain  the  same 
rates  to  south  Atlantic  ports,  or  rates  on  the  same  level? 

Mr.  Dulaney.  I  have  stated  that  very  clearly ;  that  if  the  Norfolk 
&  Western 

The  Chairman.  What  is  the  materiality  of  that.  As  I  understand, 
the  Southern  has  a  rate  into  Charleston  the  same  as  the  rates  over 
the  Norfolk  &  Western  to  Norfolk. 

Mr.  Dulaney.  I  think  in  all  fairness 

The  Chairman.  Just  a  minute.  Is  not  that  a  fact,  to  Charleston 
of  $1.40? 

Mr.  Rixey.  For  transshipment  of  coal  ? 
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The  Chairman.  For  transshipment  of  coal,  and  are  now  building 
or  arranging  to  build  docks? 
Mr.  RixEY.  Yes,  sir. 

The  Chairman.  Giving  the  same  rates  that  the  Norfolk  &  Western 
gives  to  Norfolk? 

Mr.  RixEY.  On  transship  coal  ? 

The  Chairman.  Yes.  What  is  the  necessity  to  say  whether  the 
Southern  can  do  it  or  not  ?    The  fact  is,  it  is  preparing  to  do  it  ? 

Mr.  RixEY.  It  is;  yes,  sir,  Mr.  Chairman. 

The  Chairman.  Do*  you  undertake  to  say  that  you  can  not  main- 
tain a  rate  that  is  already  established  ? 

Mr.  RixBY.  It  is  this,  Mr.  Chairman:  The  Southern  Railway 
might  strain  its  capacity  to  carry  coal  to  the  breaking  point  for 
transshipment  coal.  There  is  a  rate  to  Charleston  proper ;  there  are 
rates  to  the  other  south  Atlantic  ports  proper,  which  are  higher  than 
the  transshipment  rate.  The  proposition  of  Mr.  Dulaney  is  that 
the  Interstate  Commerce  Commission  should  have  them  meet  that 
transshipment  rate,  but  that  they  must  also  meet  the  rates  to  ports 
proper,  and  that  the  Southern  Railway  ought  to  do  it  because  the 
Norfolk  &  Western  Railway  has  done  it  and  gotten  rich. 

The  Chairman.  On  the  other  hand,  jou  have  said  the  Southern 
Railway  is  preparing  to  do  that  very  thmg. 

Mr.  RixEY.  On  transshipment  coal,  but  not  to  Charleston  proper, 
sir. 

The  Chairman.  I  think  there  is  no  question  but  you  have  a  right 
to  charge  a  higher  riate  for  consumption  in  Charleston  than  on  trans- 
shipment coal.  I  think  the  courts  have  held  that  you  have  a  right 
to  do  that. 

Mr.  RixEY.  There  is  no  question  about  that,  sir ;  but  his  proposi- 
tion is  whatever  rate  we  charge  Norfolk — ^that  is,  $1.50  to  Norfolk 
proper — that  we  can  not  charge  a  higher  rate  to  Charleston  proper. 

Mr.  Douglas.  He  has  not  said  a  word  on  that  subject. 

The  Chairman.  I  haven't  heard  anything  about  that. 

Mr.  RixEY.  If  he  does  not  contend  that,  it  is  all  right. 

The  Chairman.  I  have  never  understood  that  anybody  has  con- 
tended it  was  improper  to  charge  a  higher  rate  to  the  consumers  than 
on  transshipment  coal. 

Mr.  Dulaney.  My  contension  is  that  the  entire  section  of  the 
country  south  of  Hatteras  oug^ht  to  be  put  on  a  basis  with  the  terri- 
tory north  of  Hatteras^;  that  is  due  to  the  people  themselves  and  to 
the  railroad  as  well  as  to  the  coal  shippers  and  the  shippers  of  other 
products. 

Mr.  RixBY.  Then  you  do  not  contend,  Mr.  Dulaney,  that  the  rates 
to  South  Atlantic  ports  proper  are  unreasonable  ? 

Mr.  Dulaney.  I  do  so  contend  as  compared  with  pther  sections  of 
the  country,  and  I  wish  to  say  that^  inasmuch  as  the  committee  has 
expert  witnesses,  that  it  looks  like  killing  time  to  throw  these  techni- 
calquestions  at  me. 

The  Chairman.  That  is  a  matter  that  must  be  decided  upon  each 
question. 

Mr.  Dulaney.  I  beg  your  pardon. 

Mr.  RixEY.  In  connection  with  Mr.  Dulaney's  contention  that  the 
Southern  Railway  should  operate  the  same  level  of  rates  as  the  Nor- 
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folk  &  Western  Kailway,  I  would  like  to  refer  to  the  comparison 
made  by  the  Interstate  Commerce  Commission  and  to  what  the 
commission  said  on  that  subject  in  the  case  of  the  Bluefield  Shippers' 
Association  v.  The  Norfolk  &  Western  Bailway  (22  I.  C.  C.  Eps., 
at  p.  519). 

Does  Baltimore  ship  coal  by  water  to  Charleston? 

Mr.  DuiiANEY.  I  think  it  does,  sir. 

Mr.  BixEY.  Do  you  know? 

Mr.  DuiiANEY.  1  have  information  to  that  eflfect. 

Mr.  RixET.  Do  you  know  how  much? 

Mr.  DuLANEY.  1  can  not  give  the  figures  now. 

Mr.  EixEY.  Do  you  know  how  the  movement  from  Baltimore  com- 
pares with  the  movement  from  Norfolk  via  water  to  Charleston? 

Mr.  DuLANEY.  I  have  an  exhibit,  No.  2,  which  I  will  complete  as 
soon  as  I  can  get  time  to  do  it,  sir.  I  made  that  statement,  and  I 
put  it  in. 

Mr.  RixEY.  I  understood  you  to  say,  Mr.  Dulaney,  that  with  your 
rate  of  $2.05  to  Charleston  proper  that  you  can  not  deliver  coal  there 
from  Virginia  mines  in  competition  with  water-borne  coal  from  Nor- 
folk and  Baltimore.    Is  that  your  statement? 

Mr.  DuiiANEY.  I  used  Baltimore  in  my  statement,  sir,  but  it  is 
probably  true  as  to  Norfolk  and  Newport  News. 

Mr.  EixEY.  You  say  you  had  a  disadvantage  of  about  20  cents, 
did  you  not? 

Mr.  Dulaney.  That  is  the  way  I  figure,  sir. 

Mr.  Eixey.  How  is  it  then  that  Norfolk,  which  has  a  transship- 
ment rate  of  $1.40  to  start  with,  can  ship  coal  to  Charleston  in  com- 
petition with  Baltimore,  which  has  a  transshipment  rate  of  $1.18, 
the  difference  between  those  two  rates  being  22  cents? 

Mr.  Dulaney.  Naturally,  sir,  it  is  because  the  water  rate  will 
permit  it. 

Mr.  Eixey.  You  said  that  20  cents  would  prevent  your  competing 
with  the  water-borne  coal,  did  you  not? 

Mr.  Dulaney.  I  said  so. 

Mr.  Eixey.  Now,  Norfolk,  to  start  with,  is  at  a  disadvantage  of 
22  cents,  is  it  not? 

Mr.  Douglas.  Eail  rate? 

Mr.  Eixey.  Yes,  sir. 

Mr.  Dulaney.  The  record  shows  that. 

Mr.  Eixey.  Now,  then,  how  is  it  that  Norfolk  competes  with  Balti- 
more in  the  sale  of  coal  at  Charleston  ? 

Mr.  Dulaney.  Naturally,  I  should  say,  that  Norfolk  has  a  lower 
water  rate. 

Mr.  Eixey.  Do  you  know  that,  Mr.  Dulaney  ? 

Mr.  Dulaney.  I  do  not;  and  let  me  say  that  I  do  not  use  Norfolk 
because  I  do  not  know,  I  had  not  investigated  Norfolk. 

Mr.  Eixey.  Do  you  not  know  that  the  schooner  rate  from  Balti- 
more and  Norfolk  is  the  same? 

Mr.  Dulaney.  I  do  not. 

Mr.  Eixey.  If  it  is,  how  do  you  account  for  the  fact  that  Nor- 
folk can  compete,  when  you  say  you  can  not? 

Mr.  Dulaney.  Well,  if  it  is,  it  would  put  Norfolk  to  Charleston 
at  a  little  lower  rate  than  we  are,  because  the  water  rate  includes  the 
cost  of  unloading  the  coal  there. 
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^l      Mr.  BiXEY.  Yes;  but  Norfolk  would  still  be  22  cents  higher  than 
^1    Baltunore? 

^^1      Mr.  DuLANEY.  Yes;  but  22  cents  and  20  cents  only  make  2  cents 
P^l    difference,  and  25  cents  from  that  would  still  give  quite  an  advantage 
for  all  coal  used  on  the  water  for  unloading. 

Mr.  RixEY.  I  am  talking  about  Baltimore  competing  with  Norfolk 
for  delivery  of  coal  to  Charleston.  You  say  you  can  not  compete 
with  that  coal  on  $2.05  rate ;  that  your  rate  is  20  cents  too  high ;  and 
yet  Norfolk  competes  with  22  cents  against  it. 

The  Chairman.  Can* you  give  us  there  the  water  rate? 

Mr.  DuLANEY.  Because  the  effect 

The  Chairman.  From  Norfolk  to  Charleston  and  from  Baltimore 
to  Charleston? 

Mr.  SiXBY.  I  understand,  Mr.  Chairman — ^and  this  is  subject  to 
'Verification,  that  the  water  rate  fluctuates  at  the  different  seasons  of 
Uie  year,  but  substantially  the  same  water  rate  prevails  from  Balti- 
ixiore — that  is,  the  schooner  rate,  as  from  Norfolk — that,  as  Mr. 
XDulaney  has  stated,  it  will  run  around  90  cents.  My  information  is 
t^Iiat  the  average  rate  is  higher,  possibly  $1. 

Mr.  Douglas.  You  mean  Norfolk? 

Mr.  RixEY.  From  Norfolk  and  from  Baltimore. 

The  Chairman.  Your  information  is  the  rate  is  about  the  same? 

Mr.  RixEY.  About  the  same  rate,  is  my  information.  That  is  sub- 
j  cct  to  verification.  That  is  the  best  information  we  can  give.  Now, 
!Adr.  Dulaney 

Mr.  Dulaney.  Let  me  see  if  I  have  any  information  on  that  sub- 
jcet,  sir.  [After  examing  papers.]  The  Clyde  Steamship  Co.  gives 
"tie  rates  from  90  cents  to  $1.10  to  Jacksonville. 

Afr.  Douglas.  From  where? 

Afr.  DuiANBY.  From  Philadelphia.  From  New  York  the  rates  are 
given  as  from  75  to  90  cents ;  from  Newport  News  and  Norfolk,  85. 
That  is  from  the  Clyde  Steamship  Co. 

Mr.  Douglas.  That  is  in  a  letter  from  them? 

Mr.  Dulaney.  In  a  letter  from  them. 

Mr.  RixEY.  Does  the  Clyde  Steamship  Co.  handle  coal,  Mr.  Du- 
laney ? 

Mr.  Dulaney.  I  do  not  know,  sir. 

Mr.  RixEY.  Do  you  not  know,  as  a  matter  of  fact,  that  the  Clyde  is 
^ot  in  the  coal  business  ? 

Mr.  Dulaney.  I  do  not  know  that  fact. 

Mr.  Douglas.  Let  me  see  that.  I  do  not  imagine  they  would  say 
^hey  did  unless  they  did  do  it.  They  probably  have  barges  or 
Schooners. 

Mr.  RixEY.  Is  there  any  movement  of  coal  from  the  Pocahontas 
field  to  Charleston  by  rail? 

Mr.  Dulaney.  I  do  not  think  there  is. 

Mr.  RixEY.  Is  there  any  considerable  amount? 

Mr.  Dui/ANEY.  I  think  there  is  both  to  Charleston  and  Wilmington, 
^Ut  I  can  not  gve  you  the  quantity. 

Mr.  RixEY.  What  rate  does  that  coal  move  by  rail  from  Norfolk  & 
Western  fields  to  Charleston  ? 

Mr.  Dulaney.  I  do  not  know. 

Mr.  RixEY.  I  will  tell  you,  it  is  $2.15  per  net  ton.  Now,  will  you 
tell  me  if  Norfolk  &  Western  operators  can  ship  to  Charleston  by 
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rail  on  a  $2.15  rate,  10  cents  higher  than  your  rate  of  $2.05,  and  com- 
pete with  the  water-borne  coal,  why  you  can  not  do  it  ? 

Mr.  Dtjlaney.  I  do  not  know  the  facts  at  all  in  the  case,  except  as 
you  state  them. 

Mr.  EixEY.  The  rate  to  Charleston  from  Pocahontas  field  is  $2.15. 
For  the  year  ending  June  30,  1914.  there  moved  to  Charleston  from 
West  Virginia  mines,  all  rail,  59,597  tons,  on  a  $2.15  rate.  Now,  will 
you  tell  me  when  that  coal  moves  there  on  the  $2.15  rate  why  you 
can  not  ship  on  a  $2.05  rate? 

Mr.  DuLANEY.  There  are  so  many  conditions  which  enter  into  that, 
that  I  would  not  attempt  to  answer  it.  It  is  possible  that  some  one 
having  interests  in  the  mines  has  friends  located  there.  So  many 
different  things  could  enter  into  a  proposition  of  that  kind,  that  I 
would  not  attempt  to  answer — could  not  attempt  to  answer. 

Mr.  EixEY.  Do  you  know  how  much  moved  from  Virginia  mines 
to  Charleston  during  that  same  period? 

Mr.  DuLANEY.  I  do  not. 

Mr.  RixEY.  Our  information  is  that  is  46,902  tons. 

Mr.  DouGi^s.  From  what  mines? 

Mr.  KixEY.  From  Virginia  mines,  mines  located  in  the  Virginia 
fields.  Mr.  Dulaney,  you  refer  to  the  fact  that  from  the  Jellico  group 
there  was  in  effect,  via  the  Norfolk  &  Western  through  Norton  to 
Winston-Salem,  a  rate  of  $2.40,  did  you  not  ? 

Mr.  Dulaney.  I  referred  to  the  fact  that  a  rate  from  the  territory 
west  of  our  field — I  did  not  mention  Jellico — ^that  the  coal  passed 
irom  the  territories  west  of  the  Black  Mountain  field,  after  reaching 
Norton,  got  a  division  of  the  Norfolk  &  Western  rate  from  there  to 
Winston-Salem.     That  was  my  statement. 

Mr.  RixEY.  You  have  the  same  rate  from  that  field  via  the  Vir- 
ginia &  Southwestern  and  Southern  Railroad  to  Winston  that  the 
Louisville  &  Nashville  fields  have,  have  you  not  ? 

Mr.  Dulaney.  I  can  not  answer  that.  We  certainly  have  not  by 
Way  of  Norton,  which  is  the  natural  and  the  short  line. 

Mr.  RixEY.  Do  you  say  that  it  is  the  natural  and  short  line  to  the 
v^hole  of  Carolina  territory  or  simply  to  Winston  ? 

Mr.  Dui-ANEY.  Well,  probably  to  Winston- Salem.  Now,  what  is 
your  question? 

Mr.  RixEY.  I  wanted  to  know  if  you  did  not  have  the  same  rate  via 
the  Virginia  &  Southwestern  and  Southern  Railway  for  all  delivery 
^t  Winston- Salem? 

Mr.  Dulaney.  The  same  rate  as  what  ? 

Mr.  RixEY.  That  is  published  from  Louisville  &  Nashville  and 
mines  through  Norton  via  the  Norfolk  &  Western. 

Mr.  Dulaney.  That  may  be  true,  sir,  but  I  do  not  know  it.  What 
is  the  inference  you  want  to  draw?  I  do  not  deny  that  statement; 
«o  proceed. 

Mr.  RiXEY.  Mr.  Dulaney,  did  I  understand  you  to  say  that  the 
rates  of  $1.40 — ^the  transship  rate — ^to  Norfolk  was  extended  to  the 
Tom's  Creek  operations,  in  which  Mr.  McHarg  was  interested,  as 
tjompensation  for  him  for  the  position  he  took  in  the  Andys  Ridge 
xjase? 

Mr.  Dulaney.  I  do  not  think  I  made  that  statement.  If  I  did,  I 
will  correct  it— no,  sir. 
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Mr.  RixEY.  I  want  to  call  attention  one  moment,  in  further  cross- 
examination,  but  in  order  to  shorten  this,  I  would  like  to  call  atten- 
tion to  this  fact,  Mr.  Chairman,  in  connection  with  the  $1.40  rate 
applied  from  Norton  over  the  Norfolk  &  Western  to  tidewater,  and 
the  application  to  have  that  rate  extended  back  to  St.  Charles,  and 
I  simply  would  like  to  call  attention  to  the  fact  that  that  rate  of 
$1.40  IS  on  a  gross  ton ;  that  on  the  net  ton  basis  it  is  $1.25  per  ton ; 
that  the  distance  from  Norton  to  Lamberts  Point  is  472  miles.    The 
rate  per  ton  per  mile,  therefore,  is  2.6  mills.    In  connection  with  the 
low  level  of  that  rate,  I  would  like  to  refer  the  committee  to  the  rate 
which  was  investigated  in  Interstate  Commerce  Commission  docket 
126,  investigation  and  suspension  docket  26,  before  the  commission, 
being  the  rate  from  Norfolk  &  Western  mines  westbound  to  the  lakes, 
Sandusky  docket.    That  rate  was  on  the  net-ton  basis  of  $1.12.    Ap- 
plication to  advance  it  was  to  $1.20.    The  $1.12  rate^  however,  which 
Tvas  the  rate  in  effect  at  the  time  that  investigation  arose  for  the  dis- 
^^snce  of  417  miles,  yielded  a  per  ton  per  mile  revenue  of  2.68  mills, 
"which  is  the  same  rate  per  mile  or  a  little  higher  than  the  Norton 
rate  to  Norfolk  will  yield.    Of  the  rate  involved,  Interstate  Com- 
merce Conmiission  docket  26,  Mr.  Lyon,  who  was  then  attorney  for 
tiie  commission,  said  to  the  commission : 

I  think  these  are  probably  the  lowest  rates  per  ton  per  mile  in  the  world, 

Mr.  Lyon.  You  want  to  get  me  on  the  stand  next.  * 

Mr.  Aters.  Mr.  Chairman,  appearing  for  the  Stonega  Coal  &  Coke 
do.,  as  we  are  to  a  certain  extent  involved  in  Mr.  Dulaney's  testi- 
mony, and  will  introduce  some  testimony  in  this  hearing  later  on,  I 
desire  to  cross-examine  Mr.  Dulaney  a  short  time,  depending  upon 
the  relevancy  of  his  answers. 

The  Chairman.  Very  well. 

Mr.  Ayers.  Mr.  Dulaney,  you  stated  that  you  were  prominent  in 
the  development  of  public  works  around  Bristol  and  that  vicinity 
for  the  last  15  or  20  years  ? 

Mr.  Dulaney.  Yes. 

Mr.  Ayers.  You  were  prominently  connected  with  the  promotion 
of  the  Virginia  Iron,  Coal  &  Coke  Co^? 

Mr.  Dulaney.  Yes;  but  I  do  not  think  I  have  used  the  word 
"prominent''  in  connection  with  myself. 

Mr.  Ayers.  Just  put  the  language  in  you  did  use.  I  believe  you 
stated  you  promoted  the  building  of  the  Bristol  &  Elizabethton  road? 

Mr.  Dulaney.  That  is  correct,  sir. 

Mr.  Ayers.  Did  you  promote  the  building  of  the  Bristol  Furnace 
Co.  ? 

Mr.  Dulaney.  I  did,  sir. 

Mr.  Ayers.  Were  those  properties  subsequently  acquired  by  you 
^^d  your  your  associates? 

Mr.  Dulaney.  One  of  them  was.  You  mean  in  the  Virginia  Iron, 
Coal  &  Coke  Co.  ? 

Mr.  Ayers.  Yes. 

Mr.  Dulaney.  Both  of  them  were. 

Mr.  Ayers.  Did  the  original  investors  see  any  of  their  good  money 
^bat  they  put  in  either  one  of  them  ?      .         .        . 

Mr.  Dulaney.  I  think  those  properties  failed  in  the  panic  of  1903 
Mid  1904,  like  all  the  other  furnaces. 
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Mr.  Ayers.  And  sold  out  for  less  than  their  indebtedness? 

Mr.  DuLANET.  Probably  so,  as  they  did  throughout  Virginia  in 
the  furnace  business. 

Mr.  Ayers.  What  other  properties  did  you  and  your  associates 
buy  that  went  into  the  V.  I.  C.  company?  You  need  not  tell  every 
one,  but  give  a  resume. 

Mr.  DuLANEY.  I  shall  be  glad  to  furnish  this  at  a  time  when  I 
can,  but  I  really  could  not  do  that  oflThand  now. 

Mr.  Ayers.  Quite  a  number  of  furnaces,  however,  and  furnace 
properties,  coal  and  iron  lands,  and  coke  ovens 

Mr.  DuLANEY.  That  is  correct,  sir. 

Mr.  Ayers  (continuing).  Were  put  in? 

Mr.  Douglas.  You  mean  into  the  Virginia  Iron,  Coal  &  Coke  Co.t 

Mr.  Ayers.  I  will  ask  what  profits  your  syndicate  drew  out  in  cash 
or  stock  from  that  V.  I.  C.  company  as  against  the  cash  put  in  by 
the  eastern  subscribers? 

Mr.  Douglas.  May  I  ask  the  purpose  of  this  question?  Is  it 
general  mud  slinging? 

Mr.  Ayers.  No ;  it  is  not  general  mud  slinging.  It  is  a  trust  I  am 
showing  that  he  organized. 

Mr.  Dulaney.  Very  well,  state  your  questions  so  I  can  underswnd 
them. 

Mr.  Douglas.  State  the  facts. 

Mr.  Ayers.  I  am  stating  facts;  I  am  trying  to  ask  him  what 
he  got  out  of  the  profits. 

Mr.  Douglas.  I  can  not  see  how  that  throws  any  light  on  whether 
he  organized  a  trust  or  did  not  organize  a  trust,  or  whether  he  made 
any  profits  or  whether  he  did  not  make  any  profits. 

Mr.  Ayers.  I  am  cross-examining. 

Mr.  Douglas.  I  am  objecting  to  your  questions. 

Mr.  Dulaney.  I^t  him  ask,  if  he  will  tell  me 

Mr.  Ayers.  The  chairman  can  rule.     I  do  not  want  to  lose  time. 

Mr.  Douglas.  I  wanted  to  know  whether  you  are  attacking  Mr. 
Dulaney  personally  or  what  you  are  doing? 

Mr.  Ayers.  I  am  trying  to  controvert  the  references  and  infer- 
ences that  he  has  drawn  here  about  a  great  many  things. 

Mr.  Dulaney.  Let  him  proceed ;  but  please,  when  you  say  "  they," 
tell  me  what  "they"  refer  to. 

Mr.  Ayers.  I  spoke  of  the  syndicate  that  you  organized  which 
bought  up  all  those  properties  and  laid  as  the  basis  of  the  reorgan- 
ization of  the  V.  I.  C.  company.  I  have  asked  you,  approximately, 
what  profits  that  syndicatig  took  out  of  the  deal,  as  against  the  cash 
that  was  put  up  by  the  eastern  people. 

Mr.  Dulaney.  I  will  be  glad  to  answer  any  question  if  you  will 
tell  me  what  syndicate  you  refer  to. 

Mr.  Ayers.  I  refer 

Mr.  Dulaney.  I  was  interested  in  several  companies  and  I  organ- 
ized or  had  a  great  deal  to  do  with  the  organization  of  the  Virginia 
Iron,  Coal  &  Coke  Co.  A  furnace  at  Bristol,  which  a  syndicate  in 
which  I  was  interested  had  purchased  at  receiver's  sale,  was  put 
into  that  Virginia  Iron,  Coal  &  Coke  Co.,  and  I  shall  be  glad  to  fur- 
nish you  every  detail  connected  with  it,  but  I  can  not  do  that  after 
20  years  or  10  years  or  12  years,  as  the  case  may  be.  What  is  it  you 
want  to  know  about  it? 
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Mr.  Ayebs.  I  want  to  know  when  you  got  all  those  properties 
together  and  brought  them  in  and  made  them  the  basis  of  the  organ- 
ization of  the  V.  I.  C.  company? 

Mr.  DuiiANEY.  Yes. 

Mr.  Ayers.  If  it  did  not  prove  to  be  a  profitable  deal  to  your 
syndicate  ? 

Mr.  Dtjlaney.  I  can  state;  I  can  answer  your  question  -  very 
quickly. 

Mr.  Ayers.  Well 

Mr.  DuiiANEY.  Before  the  Virginia  Iron,  Coal  &  Coke  Co.  was 

organized  the  syndicate,  consisting  of  a  great  many  men  in  New 

York  and  represented  by  Moore  &  Schley,  passed  upon  the  value  of 

the  entire  Bristol  proposition,  I  think,  at  a  sum  which  I  will  give 

you — I  have  forgotten  the  exact  amount.    I  had  to  do  with  the 

purchase  of  probably  every  important  property  that  was  purchased 

after  that  throughout  Virginia,  and  made  not  one  penny  of  profit, 

except  in  the  propositions  in  which  I  had  ownership,  in  the  purchase 

of  all  the  properties  except  the  commission  authorized  by  the  board  of 

directors,  all  of  which  I  will  gladly  furnish  you,  sir. 

Mr.  Ayers.  I  may  ask  you  for  a  list  of  information. 

Mr.  DuLANEY.  I  shall  be  delighted  to  furnish  it,  because  I  have 
heard  of  you  for  15  or  16  years  traveling  over  the  country  telling 
tales  of  that  kind,  and  I  am  glad  to  have  that  opportunity. 

Mr.  Ayers.  Telling  tales  of  what? 

Mr.  DuiiANEr.  As  to  what  profits  I  have  made.  You  have  made 
a  professional  business  of  it.     Go  ahead. 

Mr.  Ayi<:rs.  You  are  very  much  mistaken. 

Mr.  DxiLANEY.  I  have  heard  it. 

Mr.  Ayers.  And  I  want  to  say  that  I  do  not  want  to  browbeat  or 
say  anything  to  the  witness,  as  counsel. 

Mr.  DuLANEY.  And  I  am  free  to  say 

Mr.  Ayers.  And  I  will  ask  you  nothing  that  is  not  entirely  proper, 
and  I  shall  demand  and  receive  the  same  courtesy  that  I  extend  to 
you. 

Mr.  DuLANEY.  I  shall  give  you  in  a  proper  way  any  information 
that  you  want,  but  you  could  not  expect  me  to  give  you  detailed  in- 
formation about  an  investment  involving  ten  millions  oflFhand. 

Mr.  Ayers.  Were  you  a  stockholder  or  a  principal  stockholder  in 
the  Virginia  liron,  Coal  &  Coke  Co.  at  the  time  that  it  defaulted 
HJid  went  into  the  hands  of  a  receiver  ? 

Mr.  DuLANEY.  I  was  not;  I  had  a  small  stock  holding;  I  had  re- 
tired from  that  company  probably  six  months  before. 

Mr.  Douglas.  State  why  you  retired. 

Mr.  Ayers.  Certainly;  you  go  right  ahead  and  just  manage  this 
cross-examination.  You  stated  when  you  started  in  you  were  not 
to  be  interfered  with.    I  have  not  interiered  with  you. 

Mr.  Douglas.  I  remember  no  such  stipulation. 

Mr.  Ayers.  It  is  stated  so  in  the  record. 

Mr.  Douglas.  I  could  hardly  stipulate  with  myself. 

Mr.  Ayers.  Well,  you  did  stipulate  that,  and  then  you  inter- 
rupted everybody  that  attempted  to  ask  any  questions. 

Mr.  Douglas.  And  I  will  stipulate  now  that  I  will  do  nothing  on 
earth  to  further  increase  your  irritability. 

Mr.  Ayers.  You  can  not  irritate  me,  except  by  a  direct  charge. 
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Mr.  Douglas.  Did  you  not  stipulate  in  there  that  neither  one  of 
us  should  get  mad  ? 

Mr.  Ayers.  I  will,  and  I  want  Mr.  Dulaney  to  keep  his  temper  alsn. 

Mr.  Douglas.  Nothwithstanding  you  were  trying  to  delve  into 
his  private  affairs,  which  are  none  of  your  business. 

Mr.  Thom.  This  is  a  fine  realization  of  the  peaceful  compact. 

The  Chairman.  The  committee  is  allowing  you  to  proceed  for 
their  mental  relaxation. 

Mr.  Ayers.  You  were  not  a  considerable  stockholder  in  the 
V.  I.  C.  Company  at  the  time  it  went  into  the  hands  of  a  receiver- 
out  of  courtesy  to  your  counsel,  I  will  permit  you  to  state  why  you 
were  not,  if  you  desire  to  state  it.  Give  us  absolutely  nothing  but 
facts. 

Mr.  Douglas.  Do  you  want  to  spoil  the  course  of  peaceful  progress  i 

Mr.  Ayers.  I  say  you  want  that  now.  Let  him  state  it,  why  he 
was  not.    I  did  not  ask  him  why  he  was  not. 

Mr.  Dulaney.  Mr.  Chairman,  I  will  be  delighted  to  do  this.  It 
will  take  me  several  hours,  because  it  involves  a  great  many  rubs 
I  have  had  against  the  trust  and  these  same  individuals  who  are  now 
under  consideration,  and  whom  this  gentleman  has  represented  in  a 
certain  way  and  been  present,  I  think,  at  every  fight  we  have  had 
with  the  railroads. 

Mr.  Ayers.  If  you  do  not  want  to  answer  it,  do  not  do  so. 

Mr.  Dulaney.  I  want  to.  I  want  to  know  whether  I  shall  begin 
before  dinner.  If  you  desire,  I  will  give  it  in  full.  I  think  it  has  no 
pertinency,  however. 

Mr.  Ayers.  I  have  not  asked  for  it.  It  is  the  request  of  your 
counsel. 

Mr.  Dulaney.  I  have  got  a  right  to  answer  in  full  or  not  at  all. 
I  am  glad  to  do  it  if  you  want  to  hear  it. 

The  Chairman.  Let  me  understand  now  what  the  question  is. 

Mr.  Ayers.  The  question  was  if  he  was  interested  in  the  V.  I.  C? 

Mr.  Douglas.  His  whole  interest. 

Mr.  Ayers.  His  whole  interest  at  the  time  it  went  into  the  hands 
of  a  receiver.  He  answered  by  saying  that  he  only  had  a  very  in- 
considerable interest ;  that  he  had  parted  with  his  interest. 

Mr.  Dulaney.  I  had  retired  from  the  company. 

Mr.  Ayers.  Then  his  counsel  asked  him  why  he  retired,  and  that 
got  up  the  little  discussion.  If  he  wants  to  say  why,  I  do  not  care- 
why  he  retired,  if  he  did  retire  ? 

Mr.  Dulaney.  My  explanation  is  that  it  will  take  me  at  least  one 
hour. 

Mr.  Douglas.  Give  the  committee  the  index  of  this  proposition, 
of  why  you  retired. 

The  Chairman.  You  need  not  tell  all  the  details. 

Mr.  Douglas.  Tell  them  why  in  a  sentence  or  two. 

Mr.  Dulaney.  I  retired  from  the  Virginia  Iron,  Coal  &  Coke  Co. 
after  I  became  thoroughly  convinced  that  Henry  K.  McIIarg,  Grant 
B.  Schley,  the  bother-in-law  of  George  F.  Baker,  and  Edward  J. 
Berwind,  were  deliberately  wrecking  the  company,  as  shown  by  some 
facts  which  I  am  prepared  to  produced. 

The  Chairman.  That  is  your  reason  for  retiring  ? 

Mr.  Douglas.  Will  you  let  the  witness  say  whether  they  did  ? 

Mr.  Dulaney.  I  have  a  right  to  state  how,  I  think,  they  did  it. 
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The  Chairman.  You  may  state  it. 

Mr.  DuiANEY.  I  will  state  it  in  two  minutes.  The  first  proposi- 
tion I  would  like  to  have  the  right  to  elaborate,  if  the  gentleman 
brings  in  some  things  that  he  has  heard  or  that  he  has  been  employed 
io  promulgate.    May  I  have  that  privilege  ? 

The  Chairman.  I  do  not  care  to  go  into  the  long  story. 

Mr.  DuLANEY.  I  think  it  is  shameful  that  these  things  should  be 
Drought  in. 

The  Chairman.  We  are  appointed  here  to  find  out  certain  facts 
3is  set  forth  in  the  resolution,  and  the  purpose  of  the  cross-examina- 
'ion,  I  apprehend,  is  to  show  your  motives  or  interests  in  any  charges 
you  might  make  against  the  Virginia  Iron,  Coal  &  Coke  Co. 

Mr.  DouGiiAS.  It  will  only  take  a  minute  or  two,  it  seems  to  me,  m 
view 

The  Chairman.  If  he  will  give  an  answer  without  going  into  the 
whole  story  I  wiU  be  inclined  to  let  it  gain. 

Mr.  Douglas.  Of  course,  you  can  not  tell  it  all,  in  view  of  the 

The  Chairman  (continuing).  And  not  to  sit  here  and  tell  all  his 
financial  experiences,  going  over  a  period  of  years,  which  can  not 
possibly  be  of  any  use  to  the  Senate  or  to  the  committee  making  this 
investigation. 

Mr.  DouGiiAS.  Give  the  high  points  in  two  or  three  minutes,  and  let 
him  go  into  it,  if  he  desires,  after  that. 

Mr.  DuLANEY.  What  I  desire  to  do,  then,  is  to  file  a  statement  and 
let  the  matter  rest  with  that,  and  I  think  I  probably  have  that  here 
somewhere.  [Examining  papers.]  What  I  started  to  say,  if  I  am 
permitted  later  to  finish,  is  this 

The  Chairman.  I  think  it  has  been  suflSciently  developed  that  this 
witness  has  not  a  very  kindly  feeling  for  the  Virginia  Iron,  Coal  & 
Coke  Co.,  and  if  there  is  any  advantage  or  disadvantage  in  that  to 
that  company,  they  have  it  without  going  into  any  tiresome  details 
about  it. 

Mr.  Ayers.  My  questions  and  answers  can  be  made  just  as  quick 
and  snappy,  if  Mr.  Dulaney  does  not  want  to  go  around  Robin  Hood's 
barn  every  time  a  new  subject  is  taken  up. 

Mr.  Hull.  Mr.  Chairman,  speaking  for  the  Virginia  Iron,  Coal  & 
Coke  Co.,  I  have  no  objection  to  going  into  this  matter. 

The  Chairman.  That  is  one  reason  I  do  not  want  that,  because  I 
know  he  will  go  off  into  all  kinds  of  side  issues  if  he  ever  starts  on  it. 

Mr.  Douglas.  Mr.  Ayers  brought  all  this  matter  up. 

Mr.  Ayers.  I  am  asking  questions  which  may  be  answered  yes  or 
no,  but  he  does  not  answer  questions.  His  every  reply  to  a  question 
has  been  a  long  argument,  which  would  not  have  been  tolerated  a 
minute  in  any  court  of  justice  or  in  an  examination  that  was  not  as 
liberal  as  permitted  by  a  committee  of  the  United  States  Senate. 

Mr.  Douglas.  Nor  would  the  conduct  of  counsel  on  cross-examina- 
tion be  tolerated  by  any  court  of  justice  in  the  Fiji  Islands.  You 
have  been  switching  back  and  forth  across  the  counsel  table  as  if 
there  were  never  any  rules  of  evidence. 

Mr.  Thom.  What  do  you  know  about  the  Fiji  Islands? 

Mr.  Douglas.  I  have  some  friends  who  came  from  there. 

Mr.  Dulaney.  Permit  me  to  answer  that  question,  and  if  you  want 
to  proceed,  then,  very  well. 

The  Chairman.  J^H  right. 
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Mr.  DuLANEY.  The  manner  in  which  the  three  gentlemen  men- 
tioned proceeded  to  put  the  Virginia  Iron,  Coal  &  Coke  Co.  in 
proper  position   for   receivership   is   about  as   follows:   Grant  B. 
Schley,  representing  the  syndicate  of  Moore  &  Schley ,  withheld  about 
$801,000.    I  discovered  that  probably  two  or  three  months  before  I 
retired  from  the  company.     I  made  the  fact  known  both  to  Mr. 
Schley,  who  was  chairman  of  the  board,  and  to  the  board  of  directors- 
No  efforts  were  made  to  collect  that  $801,000  as  far  as  I  know,  ceir- 
tainly  not  while  I  was  with  the  company.    Instead  of  collecting  tha't:, 
which  was  syndicate  funds,  and  belonged  to  the  company,  a  loan  od 
$1,000,000  was  provided  for  by  these  three  gentlemen  who  run  tt^^ 
company  largely;  and  they  themselves  and  others  who  they  invite^c; 
into  the  syndicate  made  up  the  loan,  and  it  actually  was  loan^  ^ 
through  the  Manhattan  Trust  Co.    I  was  naturally  suspicious  ths^j 
while  one  of  them  owed  the  company  $800,000  a  debt  of  $l,000,0OC 
would  be  created.    I  protested;  I  did  everything  I  could  to  get  Mix 
Schley  to  put  that  money  in  and  take  up  the  loan.    His  first  position 
was 

The  Chairman.  The  question  was.  How  was  it  wrecked?    I  prre- 
sume  it  was  failure  to  pay  the  loan  when  it  matured  ? 

Mr.  DuLANEY.  When  that  loan  became  due,  the  company  was  pxit 
into  the  hands  of  the  receivership. 

The  Chairman.  All  right.    That  answers  it. 

Mr.  DuLANEY.  Following  that,  naturally  the  securities  went  dowu 
practically  to  nothing;  the  stock  of  that  company  went  down  as 
low  as  $3;  the  bonds  went  down,  I  think,  as  low  as  $26  on  the  hun- 
dred, and  a  banking  house  there,  Strong,  Sturgis  &  Co.,  in  which  \ 
Mr.  McHarg  is,  as  I  understand,  a  silent  partner 

Senator  Poindexter.  Where  is  that  house? 

Mr.  DuLANEY.  In  New  York — supported  the  wreck  crises.  A  great 
many  people  had  to  sell,  because  before  the  wreckage  the  stocks  and 
bonds  both  were  listed  on  the  exchange  as  good  collateral,  and  after 
that  loans  had  to  be  paid.  The  result  of  the  first  stage  was  that  all 
the  weak  holders  were  frozen  out,  and  some  time  after  that  the  com- 
pany was  reorganized  without  going  through  the  usual  form,  be- 
cause, as  the  court  records  will  probably  show,  Mr.  Schley  paid  over 
the  $800,000,  or  thereabouts,  and  the  quick  assets  were  then  found  to 
be  ample  to  liquidate,  and  the  company  was  reinstated  without  going 
through  the  usual  form  of  foreclosure. 

Senator  Poindexter.  Very  well,  now. 

Mr.  DuLANEY.  As  a  result  of  that — the  adjustment  committee, 
Schley,  E.  J.  Berwind,  and  Henry  K.  McHarg,  probably  some  other 
names — the  securities  went  back  up  again,  and  in  the  process  they 
obtained  all  the  stock  of  this  Virginia  &  Southwestern  Eailway — 
that  is,  it  was  in  the  treasury  of  the  Virginia  Iron,  Coal  &  Coke  Co. — 
as  an  asset. 

Following  that,  by  some  means,  half  of  the  stock  of  the  Virginia 
<fe  Southwestern  was  put  out  in  the  hands  of  individuals  as  a  bonus 
for  the  sale  of  bonds,  and  in  a  few  years  after  that  that  stock  was 
sold  at  $200  a  share,  as  I  have  heretofore  indicated.  Now,  in  connec" 
tion  with  that  I  wish  to  say  that  in  my  30  years  of  experience  I  have 
come  in  contact  with  the  same  general  element  two  or  three  times, 
once  in  Philadelphia 
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The  Chairman.  I  think  you  have  answered  the  question  sufficiently 
now,  Mr.  Dulaney. 

Mr.  Dulaney.  Very  well,  sir. 

Mr.  Ayers.  I  do  not  appear,  Mr.  Chairman,  as  counsel  for  or  as 
interested  in  any  of  the  litigation  that  Mr.  Dulaney  speaks  of.  I 
appear  here  as  the  counsel  of  the  Stonega  Co.,  and  these  inquiries 
were  incidentally  leading  up  to  a  further  examination  of  Mr.  Dulaney 
upon  his  testimony. 

I  will  ask  him  now,  coming  to  the  Black  Mountain  proposition, 
when  he  states  the  amount  of  investment  there  as  $5,000,000,  to  state 
when  and  in  what  amounts  that  sum  was  put  into  his  company.  I 
am  speaking  alone  of  your  company — ^your  Black  Mountain  holding 
company — and  if  it  represents  any  such  sum  as  $5,000,000 

Mr.  DuiiANEY.  What  is  your  question? 

Mr.  Ayers.  You  state  that  the  investment  was  approximately 
$5,000,000. 

Mr.  DuiiANEY.  My  statement  was  made  very  clear,  I  thought,  on 
that  subject. 

The  Chairman.  The  question  is,  When  was  the  $5,000,000  put  in? 

Mr.  DuLANEr.  Why,  it  has  covered  a  period  of  12  or  15  years.  The 
present  corporation  was  probably  organized  in,  I  think,  1909.  A  con- 
siderable portion  of  that  stock  and  the  bonds  were  paid  for  in  lands. 
For  instance,  Representative  Slemp  paid  his  subscription  to  that 
company  in  land  which  he  owned. 

The  Chairman.  How  much  cash,  how  much  land,  and  how  much 
property  of  other  kinds? 

Mr.  Dulaney.  I  can  not  answer  that  offhand.  I  stated  the  other 
day  I  would  furnish  this  committee  a  complete  report  on  that  subject. 

Now,  let  me  clear  up  one  thing 

Mr.  Ayers.  What  was  the  bonded  indebtedness? 

Mr.  Dulaney.  Let  me  clear  up  one  statement  on  that.  My  state- 
ment referred  to  the  investment  by  the  operators  in  the  field,  as  well 
as  the  investment  in  the  coal  land  proposition.  I  was  speaking  for 
all.  I  included,  naturally,  the  central  power  plant,  the  five  or  six  or 
seven  or  eight  operations,  and  all  improvements  there  in  connection 
with  the  land,  when  I  stated  that  the  investment  there  represented 
about  $5,000,000  or  more. 

Now,  if  it  is  of  any  interest  whatever — whether  it  is  or  not,  I  shall 
be  glad  to  furnish  a  complete  statement,  but  I  can  not  do  that  off- 
hand. 

The  Chairman.  All  right.  Can  you  state,  for  the  benefit  of  Mr. 
Ayers,  what  amount  of  money  was  placed  in  by  the  Black  Mountain 
Co.? 

Mr.  Ayers.  The  holding  company  ? 

Mr.  Dulaney.  I  can  not,  offhand.  You  mean  by  the  individuals 
interested  ? 

Mr.  Ayers.  I  mean  what  amount  has  been  invested  in  cash  there, 
and  what  amount  represents  securities  that  represent  appreciation  of 
values? 

Mr.  Dulaney.  Probably  the  common  stock 

Mr.  Ayers.  Represents  the  appreciation  of  value  ? 

Mr.  Dulaney.  Yes,  sir. 

Mr.  Ayers.  "\Miat  is  the  amount  of  indebtedness? 
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Mr.  DuLANEY.  You  mean  the  bonds? 

Mr.  Ayerb.  Yes,  sir. 

Mr.  DuLANEY.  $2,000,000  and  up  of  preferred  stock. 

Mr.  Ayers.  How  are  those  bonds  issued?    Have  they  been  issued? 

Mr.  DuLANEY.  They  have  been. 

Mr.  Ayers.  I  mean,  have  they  been  negotiated  ? 

Mr.  DuLANEY.  You  mean  sold? 

Mr.  Ayers.  Yes. 

Mr.  DuiiANBY.  The  owners  of  the  property 

Mr.  Ayers.  Took  the  bonds  out  in  payment  for  that? 

Mr.  DuiuANEY.  In  large  measure;  yes.  For  instance,  when  Mr. 
Slemp  put  in  his  lands  he  received  so  much  in  bonds  and  so  much  in 
stock,  and  when  others  did  the  same  thing 

Mr.  Ayers.  What  amount  did  you  say  you  had  in  that  investment? 

Mr.  Douglas.  Who  had  ? 

Mr.  Ayers.  I  mean  the  number  of  acres.  Did  you  not  state  the 
number  of  acres? 

Mr.  DuLANEY.  About  30,000  acres,  sir. 

Mr.  Ayers.  Partly  in  Harlan 

Mr.  DuLANEY.  Partly  in  Kentucky  and  partly  in  Virginia. 

Mr.  Ayers.  Now,  Mr.  Dulaney,  you  state  that  as  compensation  for 
the  differentials  placed  upon  shipments  to  Knoxville,  in  the  Andys 
Ridge  case,  the  two  largest  producers  in  the  Appalachian  field  re- 
ceived orders  for  large  shipments  for  fuel  coal,  and  were  thus  com- 
pensated, while  the  Black  Mountain  people  did  not  have  any  of 
those  benefits,  and  were  discriminated  against. 

Now,  do  you  not  know  it  to  be  a  fact  that  every  time  the  Southern 
Railroad  has  required  fuel  coal  from  up  in  that  section  it  has  invited 
tenders  from  your  operating  companies? 

Mr.  Dulaney.  I  do  not  know  that.  I  answered  that  same  question 
yesterday.    I  wish  I  knew. 

Mr.  Ayers.  You  do  not  know  that  they  were  asked  to  bid?  Do 
you  know  the  prices  they  got  for  that  coal  ? 

Mr.  Dulaney.  Not  a  thing  about  it. 

Mr.  Ayers.  I  mean  the  V.  I.  C  and  the  Stonega. 

Mr.  Dulaney.  I  do  not  know,  sir. 

Mr.  Ayers.  Well,  we  will  show  the  prices  before  this  investigation 
is  over  to  have  been  as  low  as  85  cents,  and  a  maximum  of  probably 
a  dollar.  Now,  do  you  think  the  Black  Mountain  boys  could  have 
competed  against  those  figures? 

Mr.  Dulaney.  If  they  were  permitted  to  run  regularly  and  nor- 
mally, I  think  they  could  meet  any  prices  that  were  normal.  At  the 
same  time  I  am  not  posted  on  that  subject. 

Mr.  Ayers.  Is  Mr.  C.  W.  Bondurant  about  as  good  an  operator  as 
you  have  up  there  ? 

Mr.  Dulaney.  I  think  he  is,  sir,  a  good  operator.  If  he  had  half 
a  chance  he  would  make  money. 

Mr.  Ayers.  I  present  you  there  an  abstract  of  his  testimony  before 
the  tax  commission  of  Virginia  a  few  days  ago,  and  ask  you  if  you 
think  that  he  has  a  very  good  understanding  of  the  conditions  in  the 
Black  Mountain  field.    Now,  Mr.  Bondurant  says^ 

Mr.  Dulaney.  Mr.  Bondurant  is  a  politician,  too. 

Mr.  Ayers.  Well,  he  may  be.     [Reading:] 
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BTATEMEI7T  OF  MB.  BONDUBANT  BEFOBE  THE  YIBOINIA  TAX  COMMISSION,   SITTING  AT 

BIG  STONE  GAP,  VA.,  ON  TUESDAY,  JUNE  23,   1914. 

Q.  Where  are  your  operations  located,  Mr.  Bondurant? — ^A.  I  have  been 
operating  In  the  Lee  CJounty  field  for  10  years.  There  are  eight  operations  in 
tiat  field,  varying  in  capacity  from  50  to  400  tons  per  day. 

Q.  What  coal  do  they  mine — domestic,  steam,  or  coke? — A.  What  is  known 
as  domestic.    There  are  no  coke  ovens  in  that  field. 

Q.  Are  those  mines  owned  by  the  operators  or  leased? — ^A.  Leased  from  the 
Coal  Land  Co. 

Q.  What  is  the  average  height  of  the  coal? — ^A.  Forty-two  inches. 

Q.  About  what  is  the  average  investment  in  each  operation? — ^A.  Possibly 
$150,000. 

Q.  Have  any  of  these  companies  paid  a  dividend? — ^A.  I  have  not  heard  of 
it  The  operators,  as  a  matter  of  fact,  have  a  hard  time  to  make  ends  meet. 
I  think  the  operators  will-  possibly  fail  as  many  as  three  times. 

Q.  How  much  would  the  improvements  at  one  of  these  plants — ^how  much 
would  they  be  worth  at  a  knocked-down  price? — ^A.  It  would  be  a  junk  sale 
and  worth  very  little.  I  have  at  one  plant  about  90  houses,  and  they  would 
be  worthless  if  you  didn't  have  a  coal  operation.  The  depreciation  is  a  very 
great  item.  A  coal  tipple  will  cost  anywhere  from  two  to  ten  thousand  dollars, 
and  in  the  course  of  a  few  years  you  have  to  construct  practically  a  new  tipple. 
The  repairs  would  be  equal  to  the  original  cost  of  the  tipple,  and  that  is  true 
of  the  houses  also.  The  life  of  a  coal  car  is  less  than  two  years,  and  each 
costs  about  $50. 

Q.  About  what  was  the  average  assessment  of  your  operations? — ^A.  We  pay 
taxes  on  $25,000.    That  is  the  equipment. 

Q.  About  what  would  be  the  original  cost  of  those  subjects  that  enter  into 
that  assessment? — A.  I  would  say  the  value  of  $25,000  would  be  fair  and  the 
cost  of  replacement  would  be  about  $50,000. 

Q.  You  say  the  average  plant  has  about  $150,000  investment,  and  that  In- 
cludes your  machinery,  entries,  etc.  Now,  in  operating  this  plant  you  say  that 
you  have  not  made  any  money  up  to  this  time.  Do  you  include  all  things  to- 
gether or  do  you  take  the  store  as  one,  rent  as  another,  and  actual  operations 
at  the  tipple  as  another? — ^A.  I  put  them  all  together.  If  it  wasn't  for  the 
f&it  and  store  the  com  bread  would  be  cut  off.  I  have  three  leases — 900  acres 
In  one,  300  in  another,  and  1,400  not  developed. 

Q.  As  I  understand  it  the  payment  on  these  leases  are  royalties  on  actual 
output?— -A.  Yes,  sir;  10  cents. 

Q.  Who  pays  the  taxes,  the  lessor  or  the  lessee? — ^A.  The  lessor  pays  on  the 
^nd  itself ;  the  lessee  on  the  improvements. 
Q.  Who  pays  the  taxes  on  this  land? — ^A.  The  lessor. 

Q.  Then  they  have  practically  a  net  income  of  10  cents  per  ton  royalty  and 
thte  only  expense  is  the  taxes? — ^A.  Yes,  sir.  He  has  engineering  reports  and 
taxes  on  the  land.  The  method  of  taxing  coal  properties  has  been  fairly  satis- 
ftctory,  except  as  to  depreciation.  If  you  put  up  a  new  house,  they  say  you 
hsLYe  51  houses — that  is,  if  you  have  50  houses  and  erect  a  new  one  they  raise 
the  value  one  house  and  do  not  consider  the  other  50  for  depreciation. 

There  is  an  abstract  of  testimony  given  before  the  tax  commission 
there.  I  emphasize  the  fact  that  he  says  the  average  coal  bed  is  42 
inches,  and  I  want  to  ask  you,  Mr.  Dulaney,  from  jour  experience 
and  observation,  if  you  think  it  is  possible  lor  a  42-inch  bed  of  coal 
to  compete  with  a  6^  or  7  foot  bed  of  coal.  In  other  words,  do  you 
not  believe  that  the  reason  the  Black  Mountain  bovs  did  not  sell  anv 
Coal  was  that  they  could  not  at  the  price? 

Mr.  DuiiANEY.  I  have  stated  that  a  good  many  times. 

Mr.  Aybrs.  Now,  your  letter 

Mr.  Dulaney.  May  I  refer  again  to  the  fact  that  one  of  the  seams 
in  the  field  is  42  inches?  We  went  over  that  yesterday.  Mr.  Bon- 
durant operates  that  seam,  and  is  preparing  now  to  operate  the  thicker 
aeams.  That  thin  seam  can  not  be  operated  as  economically.  The 
coal  can  not  be  produced  as  cheaply  as  in  the  thicker  seams.    But 
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why  not  give  the  field  a  chance  to  open  a  thicker  seam?     I  am  glad 
you  introduced  this  testimony 

Mr.  Ayers.  You  are  not  meaning  this  6- foot  bed,  are  you 

Mr.  DuLANET.  I  am  glad  you  introduced  this  testimony,  because 
it  simply  supports  my  statement  that  the  field  can  not  produce  a 
return  on  the  investment  under  present  conditions. 

Mr.  Ayers.  Yes,  sir ;  but  not  growing  out  of  the  freight  rate  at 
all,  because  you  have  not  developed  your  6i-foot  bed  and  could  not 
compete  down  there.  Was  not  that  it?  You  are  not  working  any 
6-foot  coal  up  there,  are  you  ? 

Mr.  DuiiANEY.  No. 

Mr.  Ayers.  Now,  you  are  mistaken  in  the  inference  you  draw,  then, 
that  there  was  any  special  privilege  or  special  profit  thrown  to  the 
V.  I.  C.  Company  and  the  Stonega  Coke  &  Coal  Co.  by  giving  them 
these  little  orders  for  coal,  when  your  people  could  not  have  com- 
peted and  furnished  it.  Suppose  they  nad  taken  it  all  from  your 
people;  they  would  have  been  worse  off,  wouldn't  they? 

Mr.  DuicANEY.  Please  state  what  the  question  is. 

Mr.  Ayers.  I  am  asking  you  if  that  is  not  the  fact,  that  if  your 
people,  if  they  were  given  the  orders,  could  not  have  filled  them  at 
the  price? 

Mr.  DuLANEY.  I  can  not  answer  that,  if  that  is  the  question;  but 
you  prefaced  your  remark  with  something  else. 

Mr.  Ayers.  Well,  I  say  that  if  they  had  offered — ^which  I  intend 
to  try  to  prove — if  they  had  offered  the  men  in  the  Black  Mountain 
operations,  not  only  that  time  but  year  by  year  since,  an  oppor- 
tunity to  furnish  a  portion  of  that  coal  and  they  did  not  do  it 

Mr.  DuiiANEY.  My  answer  to  that  same  question  has  been  all  along 
this :  That  the  conditions  that  the  railroads  have  fostered  with  the 
Wentz  Co.  and  with  the  Virginia  Iron,  Coal  &  Coke  Co.  have  enabled 
those  companies  to  operate  normally,  to  operate  so  as  to  produce 
coal  at  a  lower  price  than  otherwise.  Those  conditioiis  they  do  not 
apply  to  our  field.  It  has  not  been  fostered.  I  will  also  add  that 
I  would  not  care  to  have  it  fostered  in  the  manner  applied  to  those 
two  companies.     Is  that  what  vou  want  to  know  ? 

Mr.  Ayers.  Well,  then,  Mr.  t)ulaney,  I  will  ask  you  another  ques- 
tion directly.  Have  you  not  tried  to  sell  or  amalgamate  and  con- 
solidate your  Black  "Mountain  holding  company  with  the  Wentz 
interests,  the  Stonega  Coal  &  Coke  Co. 

Mr.  DuLANEY.  Never. 

Mr.  Ayers.  And  tried  to  sell  it  to  them? 

Mr.  DuLANEY.  Never. 

Mr.  Ayers.  You  never  made  the  proposition  ? 

Mr.  DuLANEY.  Never. 

Mr.  Ayers.  To  Mr.  Daniel  B.  Wentz,  president  of  that  company^ 
to  sell  your  holdings  in  the  Black  Mountain  ? 

Mr.  DuLANEY.  Never. 

Mr.  Ayers.  Or  the  holdings  of  your  company? 

Mr.  DuLANEY.'  I  hardly  faiow  Mr.  Wentz.  I  think  on  one  occa^ — 
sion,  to  gratify  some  feeling  that  he  expressed,  I  said  to  him  in  m- 
joking  way  that  he  had  better  take  charge  of  the  whole  field  an* 
run  it.    If  that  is  an  offer,  why,  then,  you  can  construe  it  that  way -■ 

Mr.  Ayers.  Did  you  make  a  proposition  also  to  the  Clinchfiel* 
Coal  people  to  take  over  that  property  ? 
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Mr.  DuLANEY.  I  think  it  was  on  the  train  one  day.  I  think  I  con- 
sidered it'  as  a  jest.  I  want  to  understand  where  the  crime  comes  in, 
then,  if  I  oflFer  to  sell  the  property. 

Mr.  Ayeks.  Not  a  bit  of  crime  in  the  world,  because,  under  our 
contention,  we  are  everything  else  but  a  trust. 

Mr.  DuLANBY.  I  would  liKe  to  ask  you  where  the  resemblance  is 
between  the  two  deals.  Please  explain  that  now.  Let  the  gentlemen 
know  the  truth. 

Mr.  Ayers.  You  said  you  would  not  have  profited  by  selling  the 
coal  under  the  conditions  that  the  Virginia  Iron,  Coal  &  Coke  Co. 
profited,  and  the  Stonega  Coal  &  Coke  Co. ;  and  then  I  asked  you, 
if  you  would  not  have  approved  their  methods,  etc.,  why  it  was  you 
offered  to  sell  or  consolidate  with  those  companies. 

Mr.  DuLANEY.  I  do  not  see  any  resemblance  between  the  two  prop- 
ositions.   I  made  no  proposition 

Mr.  Ayers.  I  leave  the  committee  to  draw  their  inferences. 

Mr.  DuLANEY.  You  are  capable  of  making  inferences,  but  I  say 
you  are  not  capable  of  making  an  explanation,  and  I  challenge  you 
to  do  it,  sir. 

I  offer  this  as  a  fair  specimen  of  the  frame-ups  I  meet  everywhere; 
and  this  a  fair  specimen  of  the  man  that  has  f oUowed  me  for  20  years 
along  those  lines. 

The  Chairman.  Let  us  go  ahead. 

Mr.  Ayers.  Mr.  Dulaney,  you  had  your  mouth  slapped  once  before, 
and  took  it  like  a  coward.  Now,  you  must  respect  me.  You  have 
got  it  to  do  right  here  before  the  committee  or  anywhere  else. 

Mr.  Dulaney.  I  have  respect  for  the  committee  but  none  for  you. 
If  you  have  anything  to  say,  say  it  outside. 

The  Chairman.  Let  us  go  ahead. 

Mr.  Ayers.  I  will  ask  you  if  you  did  not  in  the  fall  of  1910, 
in  the  New  Willard  Hotel,  approach  Mr.  Daniel  B.  Wentz,  and  ask 
him  if  he  would  not  consider  a  proposition  to  buy  your  Black 
Mountain  holdings,  or,  if  he  would  not  buy,  if  he  would  not  consider 
a  proposition  to  consolidate  those  properties  with  the  holdings  of  the 
Virginia  Co.? 

Mr.  Dulaney.  I  have  no  such  recollection  of  that.  I  never  talked 
with  Mr.  Wentz  on  any  proposition  at  all  in  my  life  that  I  recol- 
lect  

Mr.  Ayers.  Well,  that  is  your  answer. 

Mr,  DuixANEY.  If  so,  it  has  entirely  slipped  my  memory. 

Mr.  Hull.  Mr.  Dulaney,  may  I  ask  you  one  question. 

Mr.  Dulaney.  Yes,  sir. 

Mr.  Huuu  Is  it  or  not  a  fact  that  in  the  year  1905  you  offered  to 
sell  your  property  to  the  Virginia  Iron,  Coal  &  Coke  Co.,  and  coupled 
with  the  offer  the  request  that  you  be  made  a  director  of  the  Virginia 
Iron,  Coal  &  Coke  Co.  ? 

Mr.  Dulaney.  I  think  that  is  correct^  sir. 

Mr.  Hull.  That  was  after  these  earlier  transactions  to  which  you 
refer  ? 

Mr.  Dulaney.  That  was  practically  at  the  same  time  that  the 
railroad — the  Black  Mountain  Railroad — was  sold. 

The  Chairman.  Was  that  before  or  after  the  reorganization  of 
the  Virginia  Iron,  Coal  &  Coke  Co.  ? 
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Mr.  Hull.  That  was  after  the  reorganization  of  the  Virginia  Iron, 
Coal  &  Coke  Co.  of  which  he  complains. 
Mr.  DuLANEY.  I  referred  to  that  fact  in  my  testimony. 
Mr.  Hull.  That  testimony,  I  will  say  to  the  committee,  that  has 
reference  to  the  early  history  of  the  Virginia  Iron,  Coal  &  Coke  Co. 
will  have  to  be  adduced  later,  because  I  was  not  acquainted  with  that 
early  history. 

^Ir.  DuiiANEY.  I  shall  be  open  at  any  time  to  come  back  to  the 
cross-examination. 

Mr.  HuLL.^  In  which  of  the  Black  Mountain  operations^  Mr.  Du- 
laney,  are  you  interested  ? 

Mr.  DuLANEY.  I  think  it  is  the  United  Collieries.    I  have  a  small 
interest. 
Mr.  Hull.  Who  are  the  officers  of  the  United  Collieries  Co.  ? 
Mr.  DuLANEY.  Mr.  Bondurant  is  one  of  them,  and  I  think  Mr. 
Bachman  is  one  of  them — ^no;  he  is  not.    I  really  do  not  know  the 
others.    I  can  not  recall  them  just  now. 

Mr.  Hull.  Have  you  any  interest  in  the  Black  Mountain  Col- 
lieries Co.  ? 
Mr.  DuLANEY.  No;  nothing  that  I  consider  of  any  value. 
Mr.  Hull.  Well,  have  you  any  interest  at  all  ? 
Mr.  DuLANEY.  I  think  I  have  a  few  shares  of  stock;  yes,  sir. 
Mr.  Hull.  Who  is  president  of  the  Black  Mountain  Collieries  Co.  ? 
Mr.  DuLANEY.  Mr.  Barr  was,  and  I  think  he  is  yet. 
Mr.  Hull.  You  have  stated,  Mr.  Dulaney,  in  your  examination 

in  chief 

Mr.  Thom.  Is  that  J.  M.  Barr  ? 
Mr.  Dulaney.  Yes,  sir. 

Mr.  Hull  (continuing).  That  the  Virginia  Iron,  Coal  &  Coke  Co. 
took  its  lease  in  your  field  for  the  purpose  of  tying  up  the  property. 

Mr.  Dulaney.  I  have  stated  that  as  my  firm  belief.  In  that  con- 
nection, my  reason  for  that  belief  was  the  confirmation  in  my  mind 
that  Mr.  McHarg  and  Mr.  Schley  and  their  associaties  seemed  to 
make  a  business  of  picking  up  wrecked  properties  for  10  or  15  years, 
and  had  been  favored  greatly  in  turning  them  over  to  the  Southern 
Railway. 

Mr.  Hull.  In  what  way  did  you  understand  that  they  contem- 
plated taking  that  means  to  tie  up  the  property  covered  by  the  lease  ? 
Mr.  Dulaney.  I  do  not  exactly  understand  the  way  you  present  the 
question.    I  would  be  glad  to  answer  it. 

Mr.  Hull.  I  will  put  it  in  another  form.  Which  of  the  Black 
Mountain  operations  has  the  largest  output  of  coal  ? 

Mr.  Dulaney.  I  think  probably  the  Virginia  Lee,  although  I  am 
not  positive  of  that. 

Mr.  Hull.  During  the  last  12  months  the  figures  show  that  the 
Imperial  Mine  of  the  Virginia  Iron,  Coal  &  Coke  Co.,  which  is  the 
mine  leased  from  you,  had  an  output  of  118,000  tons. 
Mr.  Dulaney.  Very  well ;  I  will  accept  that. 

Mr.  HuUi.  Which  was  shipped  and  sold  as  commercial  coal.  Has 
any  other  mine  in  that  field  an  equal  output  of  coal  ? 

Mr.  Dulaney.  If  so,  it  is  the  Virginia  Lee,  but  I  could  really  not 
answer  that.  If  you  say  that  is  the  largest,  I  will  accept  it.  Now, 
what  is  your  question  ? 
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Mr.  Hull.  How  do  you  reconcile  your  statement,  then,  that  they 
took  this  property  under  lease  to  tie  it  up,  with  the  fact  that  it  has 
been  operated  and  has  nearly  the  largest,  if  not  the  largest,  output 
in  the  field? 

Mr.  DuiiANEY.  Let  the  facts  stand  on  my  statement.  My  state- 
ment was  and  is  that  they  kept  that  mine  silent  for  four  years  or 
thereabouts. 

Senator  Poindexter.  What  mine  was  that  that  has  the  largest 
output? 

Mr.  Hull.  The  mine  known  as  the  Imperial,  which  is  owned  by 
the  Virginia  Iron,  Coal  &  Coke  Co.  in  the  Black  Mountain  field. 

Mr.  DuLANEY.  That  is  the  one  that  enjoyed  the  special  rates  to 
the  17  points  in  Virginia  that  I  mentioned  the  other  day. 

I  will  grant  that  your  statement  is  true,  Mr.  Hull.  I  do  not  know 
myself,  but  I  will  accept  your  statement  as  satisfactory. 

Mr.  Hull.  You  say  that  for  four  years  they  tied  up  the  property? 

Mr.  DuLANEY.  I  said  that  for  four  years  they  did  not  open  the 
mine  or  operate  the  property  which  they  had  leased,  and  which  it 
was  promised  by  Mr.  McHarg  would  be  opened  promptly  when  he 
took  the  lease. 

Mr.  Hull.  Do  you  not  know  it  to  be  a  fact  that  the  Virginia 
Iron,  Coal  &  Coke  Co.,  after  taking  this  lease,  spent  in  developing 
the  lease  before  railroad  facilities  got  to  it  something  like  $75,000, 
of  which  expenditures  statements  were  sent  to  you  ? 

Mr.  DuLANEY.  I  do  not  recall  that,  but  I  will  accept  that  as  a  fact 
if  you  say  so.    What  is  the  point  ? 

Mr.  Hull.  Is  not  the  Black  Mountain  Collieries  Co.,  in  which 
you  say  you  have  a  small  interest,  the  lessee  of  adjacent  properties 
to  the  Virginia  Iron,  Coal  &  Coke  Co.'s  Imperial  mine? 

Mr.  DuLANEY.  Yes. 

Mr.  Hull.  Was  not  the  Black  Mountain  Colleries  Co.'s  lease  taken 
about  the  same  time  or  soon  after  the  Virginia  Iron,  Coal  &  Coke 
Co.'s  lease  was  taken  ? 

Mr.  DuLANEY.  Probably  so. 

Mr.  Howell.  What  steps  has  the  Black  Mountain  Collieries  Co., 
in  which  you  say  you  have  a  small  interest,  taken  to  develop  that 
lease  since  the  lease  was  made  ? 

Mr.  Dulaney.  I  do  not  get  the  connection. 

Mr.  Hull.  I  will  state  it  then  in  another  form.  Has  the  Black 
Mountain  Collieries  Co.,  in  which  you  have  a  small  interest,  done 
anything  to  develop  its  lease,  or  does  it  to-day  ship  any  coal  what- 
ever? 

Mr.  Dulaney.  It  does  not  ship  any  coal  whatever.  Let  me  make 
this  statement,  if  it  is  of  interest  to  you :  As  you  probably  know,  the 
main  parties  in  interest  in  that  and  the  Virginia  Lee  leasehold — the 
same  company  had  two — ^had  some  differences  among  themselves. 
There  was  a  faction  in  the  West,  and  Mr.  Barr  represented  another 
faction,  and  they  divided  up  their  business  and  separated,  and  one 
took  one  operation  and  the  other  the  other,  and  for  financial  reasons 
the  company  has  not  seen  its  way  clear  to  proceed  to  make  the  de- 
velopments. 

Now,  what  is  the  connection,  please,  sir  ? 
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Mr.  HuMi.  The  connection  is  just  this:  You  have  stated  that  the 
Virginia  Iron,  Coal  &  Coke  Co.  took  its  lease  to  tie  up  the  property 
and  not  to  develop  the  coal. 

Mr.  DxjLANEY.  I  stated  that  the  Virginia  Iron,  Coal  &  Coke  Co. 
took  their  lease  under  the  promise  to  help  develop  that  field  and  ob- 
tain that  railroad  in  the  same  manner,  sir.  What  connection  has 
that  got  with  some  poor  little  institution  that  had  not  the  money  to 
develop  its  property,  and  had  no  way  of  making  a  profit  in  order  to 
get  the  money  ?    I  think  this  is  becoming  farcical. 

Mr.  HtJMi.  You  admit,  however,  Mr.  fiulaney,  do  j^ou  not,  that  the 
Virginia  Iron,  Coal  &  Coke  Co.  pays  you  more  royalties  on  its  output 
than  any  other  operator  in  that  field? 

Mr.  DuLANEY.  At  the  present  time,  if  your  statement  is  true — and 
I  accept  it — ^yes. 

Senator  Poindexter.  Is  that  the  only  coal  interest  you  have  in 
the  field,  Mr.  Dulaney? 

Mr.  DuiAney.  I  think  it  is.     I  have  helped  out  several  of  the  op- 
erators out  there  and  took  a  little  stock  with  them.     I  think  I  have 
no  interest  now  in  any  except  the  two,  sir. 
Senator  Poindexter.  What  two? 

Mr.  Dulaney.  The  Virginia  Lee,  that  he  has  just  mentioned,  and 
the  United  CoUeries. 
Mr.  Hull.  You  say  you  have  only  a  small  interest  in  those? 
Mr.  Dulaney.  A  small  interest  in  each;  yes,  sir. 
Mr.  Hull.  You  stated,  Mr.  Dulaney,  that  you  would  sell  all  the 
coal  vou  mined  at  a  dollar  a  ton.    Do  vou  mine  much  coal  there  ? 

Mr.  Dulaney.  Not  very  much.  I  think  I  stated  the  amount 
the  whole  field  mines  for  that  matter.  I  have  a  statement  here  show- 
ing that.  I  think  that  any  mine  in  the  field,  if  it  could  run  nor- 
mally,  say  five  days  in  the  week,  could  make  money  by  selling  the 
average  run  of  the  mine  at  a  dollar,  if  it  had  steady,  normal  busi- 
iiess,  and  knew  it  was  going  to  have  it  to-morrow,  next  week,  next 
Qionth,  and  next  year. 

Mr.  Hull.  There  are  a  number  of  other  questions,  Mr.  Chairman, 
I  would  like  to  ask  this  witness  on  the  subject  brought  out  to-day, 
t^Ut  not  having  been  familiar  with  those  early  transactions  myself  I 
^ould  like  to  reserve  the  right  to  further  cross-examine  him. 

^  The  Chairman.  That  will  be  all  right.     You  represent  the  Vir- 
ginia Iron,  Coal  &  Coke  Co.? 
Mr.  Hull.  I  do;  yes,  sir. 

Senator  Poindexter.  What  does  it  cost,  approximately,  to  mine 
^Ixe  coal  and  deliver  it  at  the  mouth  of  the  mine  ? 

Mr.  Dulaney.  Mr.  Elliott's  report  recently  made — Mr.  Elliott  is 
^  Birmingham  engineer — estimates  the  cost  at  the  mouth  of  the  mine 
^  *i  75  cents  in  No.  7  and  No.  10. 

Senator  Polindexter.  What  is  the  width  of  those  veins? 
Mr.  Dulaney.  Five  and  a  half  feet.     One  is  probably  6  feet. 
The  Chairman.  Are  there  any  other  questions  that  anybody  de- 
Tes  to  ask  this  witness? 

Mr.  Lyon.  I  have  a  few,  if  you  please.    Mr.  Dulaney,  you  wanted 
make  some  statement? 
Mr.  Dulaney.  The  little  statement  I  wanted  to  make  in  conclu- 
sion was  this :  There  was  reference  made  yesterday  to  Mr.  Bachman's 
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connection  with  the  Andys  Ridge,  and  to  the  fact  that  a  meeting 
was  held  in  Philadelphia  which  he  attended.  I  simply  want  to 
clear  that  up.  There  were  two  meetings  in  Philadelphia.  Mr. 
Bachman  attended  one — the  meeting  of  the  attorneys.  Those  at- 
torneys decided  to  hold  a  meeting  in  Roanoke. 

The  Chairman.  Which  meeting  did  Mr.  Bachman  attend,  the 
one  in  November  or  the  one  in  December? 

Mr.  DuL.ANEY.He  attended  the  first  meeting,  in  November.  He 
did  not  attend  the  last  meeting,  the  one  in  Philadelphia.  And  I 
want  to  clear  up  the  inference  that  was  made,  whether  intended  or 
not,  that  Mr.  Bachman  was  at  the  meeting  and  participated  in  the  last 
meeting  in  Philadelphia,  where  the  arrangements  were  made  not 
to  make  the  defense  that  we  assert  should  have  been  made. 

Mr.  Thom.  Then  he  was  not  bound  not  to  make  it. 

Mr.  DuLANEY.  I  was  just  stating  the  fact. 

Mr.  Hull.  May  I  ask  a  question  on  that  point?  Was* it  not  Mr. 
Bachman's  purpose  and  intention  to  be  at  the  Philadelphia  meeting, 
and  was  he  not  notified  fully  and  in  correspondence  with  other  coun- 
sel with  reference  to  that  meeting  ? 

Mr.  DuLANEY.  That  is  probably  true;  but  he  was  not  there.  That 
is  the  fact  I  am  trying  to  draw  out. 

Mr.  Hull.  And  did  he  not  receive  promptly  after  the  meeting  a 
copy  of  the  minutes  of  the  meeting? 

Mr.  DuLANEY.  I  never  heard  of  it  if  he  did,  sir. 

Mr.  Hull.  On  what,  then,  did  he  base  his  letter  to  the  Interstate 
Commerce  Commission  in  which  he  wanted  to  raise  in  that  proceed- 
ing the  matter  of  forcing  a  joint  rate  with  other  railroads? 

Mr.  DuLANEY.  I  stated  that  I  did  not  know  the  time  that  he  re- 
ceived the  information  that  you  refer  to,  but  soon  after  he  received 
that  information  and  knew  that  the  scheme  was  on  to  make  no  de- 
fense, he  took  the  only  course  that  was  left,  and  the  proper  course— 
the  course  that  all  the  operators  should  have  taken  in  my  opinion— 
and  appealed  to  the  Interstate  Commerce  Commission  to  permit  him 
to  have  his  full  rights  at  that  hearing. 

Mr.  Hull.  Did  you  take  any  exception  to  anything  done  at  that 
meeting  other  than  the  decision  not  to  make  a  fight  in  that  case  for 
a  joint  through  rate  with  other  roads? 

Mr.  DuLANEY.  I  do  not  recall  now,  but  probably  not. 

Mr.  Hull.  Do  you  not  know  it  to  be  a  fact  that,  under  advice  of 
counsel,  it  was  impossible  in  that  proceeding,  which  involved  an  ad- 
justment of  Southern  Railway  differentials  between  two  of  its  coal 
fields,  to  get  the  commission  to  put  in  a  joint  through  rate  with  other 
roads,  which  would  take  the  trafiic  that  would  be  originated  by  the 
Southern?  And  do  you  not  know  it  further  to  be  a  fact  that  your 
cointervenors  in  that  case,  of  whom  you  complain,  state  that  you 
could  get  the  benefit  of  the  same  argument  before  the  Interstate 
Commerce  Commission  in  that  case  by  relying  on  the  short-line  route 
in  determining  what  ought  to  be  a  proper  differential  ? 

Mr.  DuLANEY.  I  do  not. 

Mr.  Lyon.  He  asked,  you  whether  you  were  advised  by  counsel  on 
that   subject? 

Mr-  DuLANEY.  I  (Jo   not  recall  any  of  the  circumstances  now.   I 
may  ^^  true. 
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Mr.  Hull.  Did  you  yourself  in  that  case  appear  to  testify,  or  did 
you  contribute  any  witness  to  the  hearing  of  that  case  ? 

Mr.  DuLANEY.  I  certainly  did  not  appear  to  testify.  I  do  not 
know  as  to  the  contribution  of  witnesses  in  that  particular  case. 

Mr.  Hull.  Your  counsel  was  present,  however,  at  the  taking  of 
testimony  and  at  the  argument  of  the  case,  was  he  not  ? 

Mr.  DuLANEY.  I  can  not  answer  you  as  to  that.  I  recall  that  he 
tried  to  §et  the  case  postponed.  There  was  some  Masonic  occasion 
in  Nashville,  I  remember,  and  he  tried  to  get  away,  and  I  think  he 
did,  but  I  am  not  sure,  sir. 

Mr.  Hull.  Did  not  Mr.  Bachman,  representing  your  company  in 
cooperation  with  counsel  representing  the  other  mtervenors,  ooth 
in  the  taking  of  testimony  in  the  brief  they  filed,  and  in  the  argu- 
ment they  made,  use  for  all  it  was  worth  the  argument  that  the 
short-line  route  ought  to  have  great  weight  in  determining  what 
ought  to  be  the  proper  differentials? 

Mr.  DuLANEY.  I  hope  he  did,  sir;  but  I  do  not  know. 
Mr.  Hull.  That  is  your  only  grievance  on  account  of  the  manner 
in  which  that  case  was  conducted,  as  I  understand  it  ? 

Mr.  DuLANEY.  That  is  the  chief  grievance,  as  to  the  important 
fact.  But  my  chief  grievance  was  the  method  by  which  these  things 
were  done. 

Mr.  Hull.  I  understand  the  inferences  you  draw  as  to  how  it  was 
done. 

Mr.  DuLANBY.  The  method,  based  on  the  facts  which  I  have  pre- 
sented, sir. 

Mr.  Hull.  Mr.  Chairman,  it  seems  to  be  a  point  upon  which  Mr. 
E>iilaney  relies  in  this  case  that  there  was  bad  faith  on  account  of 
h.is  cointervenors  in  the  Andy's  Ridge  case,  and  we  would  like  to 
t^a.ve  the  committee  consider  the  record  in  that  case,  both  the  evi- 
dence taken 

The  Chairman.  We  have  ordered  it  printed  in  the  record. 
Mr.  Hull.  We  would  like  for  the  committee  to  consider  the  evi- 
dence taken  and  the  brief  of  counsel  to  show  the  fight  that  was  made 
^^y  the  cointervenors  and  the  grounds  on  which  they  based  their 
fight ;  because  it  seems  to  be  the  complaint  of  Mr.  Dulaney  that  they 
^xd  not  in  good  faith  make  an  honest  effort  to  accomplish  what  they 
started  out  to  accomplish  in  that  proceeding. 

Mr.  DuTiANEY.  I  have  presented  an  exhibit  with  the  letters  show- 
-ff  the  attitude  of  the  different  people,  and  I  rely  entirely  upon  that. 
The  Chairman.  If  you  can  give  us  copies  of  the  briefs  we  will  be 
SXad  to  look  at  them. 

Mr.  Hull.  I  would  like  to  file  them  with  the  committee. 
Mr.  Thom.  Mr.  Chairman,  inasmuch  as  the  Southern  Eailway  Co. 
t^^s  been  made  somewhat  prominent  in  these  proceedings,  and  with- 
^^vit  intending  to  refer  to  the  attitude  of  any  other  company — the  at- 
"titude  of  all  such  other  companies  being  fully  set  out  in  the  corre- 
spjondence  I  have  filed — ^I  would  like  to  read  the  summing  up  of  the 
attitude  of  the  Southern  Railway  Co.  in  respect  to  its  facilities  at 
Olarleston,  made  by  Mr.  Finley  on  July  1,  1913,  a  few  months  be- 
fore his  death,  in  a  letter  which  he  addressed  to  Mr.  Mark  W.  Pot- 
ter, president  of  the  Carolina,  Clinchfield  &  Ohio  Railway,  No.  24 
State  Street,  New  York: 
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JULT  1,  1913. 
Mr.  Mark  W.  Potter, 

President  Carolina,  Clinchfteld  d  Ohio  Railway, 

24  State  Street,  New  York,  N,  Y. 
My  Dear  Mr.  Potter:  In  answer  to  your  letter  of  June  12,  I  beg  to  say 
that,  as  you  know  from  our  conference  here  a  couple  of  months  or  more  ago, 
I  have  for  some  time  been  feeling  much  concern  as  to  what  our  obligations 
will  be  as  to  furnishing  export  facilities  for  coal  at  Charleston.  At  that  con- 
ference I  advised  you  of  the  fact  that  I  had  come  to  believe  that  it  would  be 
necessary  for  this  company,  if  we  engaged  in  the  transportation  of  coal  to 
Charleston  for  shipment  beyond  Charleston  Harbor,  to  provide  in  some  way  for 
facilities  for  such  shipments  which  would  be  available  for  mines  located  on  our 
own  lines,  as  well  as  for  any  other  coal  we  might  participate  in  carrying  to 
that  harbor. 

I  cease  reading  that  letter  now  to  explain  that,  in  order  to  par- 
ticipate in  the  haul  of  coal  from  the  Clinchfield  mines  to  Charleston, 
we  took  the  part  of  the  haul  from  Spartanburg  to  Charleston.  I 
now  proceed  with  the  reading  of  the  letter : 

In  order  to  meet  this  situation,  I,  in  the  conference  referred  to,  suggested  to 
you  for  consideration  the  possibility  of  a  joint  arrangement  between  your  com- 
pany and  the  Southern  for  the  construction  of  facilities  that  would  be  open  to 
the  whole  shipping  public. 

As  I  understand  k,  you  then  expressed  yourself  personaUy  as  unqualifiedly  in 
favor  of  this  suggestion  and  said  you  would  recommend  it  to  your  people. 
Later  you  informed  us  that  the  suggestion  could  not  be  accepted,  and  now  in 
your  letter  of  the  12th  of  June  you  return  to  the  old  suggestion,  and  send, 
with  certain  suggestions  as  to  alterations,  the  draft  of  contract  submitted  to 
you  in  March,  1912.  The  arrangement  covered  by  this  draft  provides  only 
for  the  transportation  of  coal  from  mines  on  the  Clinchfield  road  to  CharlestoD 
for  shipment  beyond  Charleston  Harbor  by  means  of  private  facilities  to  be 
provided  by  the  Holston  Co.,  and  which  shall  not  be  available  to  any  shipper 
except  those  admitted  by  private  contract  with  the  Holston  Co. 

As  you  are  aware,  from  the  various  conferences  which  have  taken  place  be- 
tween us  and  from  your  general  knowledge  of  business  conditions,  the  situa- 
tion has  greatly  changed  and  broadened  since  the  plan  set  out  in  the  draft 
of  contract  submitted  to  you  in  March,  1912,  and  held  by  you  in  abeyance  since 
that  time. 

At  that  time  the  interest  of  any  shippers  except  those  on  the  Clinchfield  road, 
in  the  matter  of  shipping  coal  through  Charleston  Harbor,  seemed  to  be  more 
academic  than  of  practical  importance,  although,  following  many  conferences 
on  the  subject  which  began  practically  at  the  time  the  general  question  of 
exporting  coal  through  Charleston  commenced  to  be  considered  between  us, 
we  also  in  March,  1912,  submitted  to  you  a  draft  of  contract  covering  facilities 
for  shipment  of  coal  from  mines  on  the  lines  of  the  Virginia  &  Southwestern 
to  Charleston  and  the  transshipment  of  such  coal  over  the  facilities  of  the 
Holston  Co.  for  points  beyond  Charleston  Harbor. 

In  the  15  months  during  which  you  have  held  the  dinclifield  draft  the  situa- 
tion, so  far  as  we  are  concerned,  in  respect  to  providing  export  facilities  at 
Charleston  for  shippers  on  our  lines,  has,  as  you  were  informed,  ceased  to  be 
academic  and  has  become  very  pressing  and  practical  and  has  grown  to  be 
one  for  which  in  some  way  we  must  find  a  solution. 

That  situation  would  seem  to  us  to  become  even  more  exigent  and  pressing 
if  we  now  enter  into  the  arrangement  previously  contemplated  in  respect  to 
the  Holston  Co.  That  arrangement  involves  the  establishment  by  the  Clinch- 
field  interests  of  private  coal  terminals  at  Charleston  for  the  transshipment 
of  export  and  coastwise  coal,  which  shall  not  be  open  to  shippers  generally, 
and  which  are  not  to  be  regarded  as  a  part  of  the  transportation  facilities  open 
to  the  public.  Shippers  dependent  on  the  Southern  and  its  associated  lines 
for  shipping  facilities  are  expressly  excluded  by  the  correspondence  from  any 
present  contract  rights  and  practically  excluded  by  the  terms  of  the  proposed 
contract,  except  as  they  may  hereafter  be  accorded  contract  rights  at  the 
discretion  of  the  Holston  Co.  In  order  to  accomplish  this  result,  we  are  to 
become  a  party  to  the  proposed  contract  and  thereby  to  facilitate  the  estab- 
lishment of  what  is  in  effect  a  transportation  facility,  and  so  defined  by  the 
act  to  regulate  commerce,  from  which  certain  shippers,  including  those  on  our 
i^'nes,  are  to  be  or  may  be  excluded. 
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If  we  do  enter  into  this  arrangement,  what  answer  can  we  make  to  ship- 
pers on  our  lines  who  are  chimoring  for  just  such  reshipment  transportation 
facilities  at  Charleston?  By  entering  into  this  arrangement  do  we  not  make  it 
certain  that  it  will  become  immediately  necessary  for  us  to  establish  such 
terminals  at  Charleston  on  our  own  account,  and  do  we  not  make  the  matter 
so  pressing  we  will  have  to  enter  upon  it  irrespective  of  the  question  of  con- 
venience or  inconvenience  to  us  of  constructing,  wholly  at  our  own  expense, 
these  facilities  at  any  given  time? 

What  answer  will  we  be  able  to  make  to  our  shippers  when  they  point  to 
the  fact  that  we  have  become  a  party  to  an  arrangement  by  which  trans- 
shipping facilities  are  provided  at  Charleston  for  mines  on  the  Clinchfield 
road  from  which  they  are  excluded,  except  to  make  the  answer  that  we  will 
at  once  provide  other  facilities  of  our  own  to  which  the  whole  shipping  public 
shall  be  admitted  as  to  a  public  service  transshipment  facility? 

These  considerations  have  become  strong  and  controlling  with  us  because 
of  the  development  within  recent  months  of  the  necessities  of  shippers  and 
business  policies  dependent  on  us  for  service. 

While,  unless  we  enter  into  an  arrangement  whereby  through  our  coopera- 
tion such  facilities  are  furnished  to  a  part  of  the  public,  we  are  at  liberty, 
as  a  matter  of  law,  to  refrain  from  establishing  such  facilities  at  any  given 
port,  either  altogether  or  until  financially  convenient,  we  would,  it  seems  to 
us,  not  be  in  a  position  to  decline  to  furnish  them  at  once  in  case  we  do  enter 
into  a  cooperative  arrangement  to  make  such  facilities  available  to  a  restricted 
portion  of  the  shipping  public. 

Moreover,  it  may  be  worthy  of  your  consideration  whether,  if  the  Clinch- 
field  railroad  interests  provide,  as  you  say,  such  facilities  for  use  in  connection 
with  the  Clinchfield  road,  confining  them  to  the  use  of  a  part  of  the  public 
only  by  attempting  to  treat  them  as  a  private  facility  and  enterprise,  the 
courts  will  not  look  through  the  form  into  the  substance  and  declare  that 
such  an  aiTangement  is  unlawful  unless  the  public  be  admitted  to  equal  use 
of  the  whole  plant,  railroads  and  transshipment  facilities  being  considered 
as  an  indivisible  entirety,  because  of  the  substance  of  the  transactions  and 
the  necessities  of  the  public  use. 

However  this  possibility  may  appeal  to  your  mind,  the  considerations  I  have 
mentioned  lead  me  to  suggest  that  it  would  not  seem  wise  or  businesslike  on 
the  part  of  either  of  us  to  establish  at  Charleston  two  sets  of  facilities  for 
transshipment  of  coal  competing  for  the  same  business,  one  of  which  would, 
doubtless,  soon  be  found  altogether  superfluous  and  useless. 

The  changed  conditions  which  we  at  least  are  not  in  a  condition  to  ignore 
would  seem  to  make  it  the  part  of  wisdom  to  consider  again  whether  a  joint 
arrangement  is  not  practicable,  in  the  expenses  of  which  both  your  railway 
company  and  this  shall  participate  in  order  to  furnish  with  the  least  economic 
waste  the  facilities  which  the  coal-mining  public  tributary  to  oup  respective 
lines  may  use  for  the  purpose  of  engaging  in  the  coastwise  and  foreign  coal 
trade  through  Charleston. 

I  trust,  therefore,  you  will  see  the  reasonableness  of  reopening  the  discussion 
on  the  aspect  I  suggested  to  you  in  our  interview  some  months  ago  above  re- 
ferred to  of  seeking  to  find  a  basis  for  the  establishment  at  Charleston  by  our 
railways  jointly  of  adequate  transshipment  facilities  for  coal  which  shall  be 
open  to  the  use  of  the  whole  shipping  public. 

It  would  certainly  seem  to  be  true  that,  in  view  of  the  length  of  time,  now 
considerably  more  than  three  years,  which  has  elapsed  without  action  in  respect 
to  a  matter  three  years  ago  considered  as  ready  to  be  undertaken,  and  the  im- 
portant changes  in  condition  in  the  interval,  the  subject,  not  in  respect  to  the 
amount  of  the  rates  but  in  respect  to  the  facilities  to  be  provided  at  Charleston, 
and  the  modification  the  necessity  for  such  facilities  have  suggested,  should 
now  be  considered  on  a  broader  basis  and  with  due  recognition  of  the  practical 
situation  at  this  time  confronting  us. 
Yours,  very  truly, 

(Signed)  W.  W.  Finley,  President. 

P.  S. — Since  the  above  was  written  I  have  received  your  letter  of  the  1st 
instant  complaining  of  my  delay  in  acting  on  your  letter  of  June  12.  While  I 
am  sorry  if  my  failure  to  make  earlier  reply  has  inconvenienced  you,  I  must 
express  surprise  at  your  reference  to  delay  in  view  of  the  fact  that  you  have 
held  the  matter  up  several  years  and  have  held  the  proposed  draft  of  contract 
in  your  hands  without  any  action  whatever  since  March,  1912. 

(Copies  to  JMO  H^S  APT.) 
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That  is  the  letter  of  Mr.  Finley.  Now,  I  think  it  probably  would 
be  proper  for  me  to  read  Mr.  Potter's  reply  to  that,  if  you  have  a 
moment. 

Mr.  Douglas.  Are  not  both  letters  in  evidence? 

Mr.  Thom.  Yes,  sir ;  they  are  in  evidence. 

(Thereupon,  at  2.30  o'clock  p.  m.,  the  subcommittee  adjourned  to 
meet  Monday,  July  27,  1914,  at  10  o'clock  a.  m.) 


(The  following  document  is  here  reprinted  by  direction  of  the  com- 
mittee:) 

REPORT  ON  DISCRIMINATIONS  AND  MONOPOLIES  IN  COAL  AND  OIL. 

LETTEB  FBOM  THE  CHAIBMAN  OF  THE  INTERSTATE  GOMMEBCE  COMMISSION  TRANS- 
mitting a  report  of  the  investigation  of  the  eastern  bituminous  coal 
situation. 

Interstate  Commerce  Commission, 

Washington,  January  25,  1907, 

Sir:  The  Interstate  Commerce  Commission  has  the  honor  to  transmit  here- 
with a  report  of  its  investigation,  covering  the  eastern  bituminous  coal  situa- 
tion, under  Public  Resolution  No.  8,  approved  March  7,  1906,  entitled  "Joint 
resolution  instructing  the  Interstate  Commerce  Commission  to  make  examina- 
tions into  the  subject  of  railroad  discriminations  and  monopolies  in  coal  and 
oil,  and  report  on  the  same  from  time  to  time." 
Very   respectfully, 

Martin  A.  Knapp,  Chairman, 

The  Speaker  of  the  House  of  Representatives. 


To  the  Senate  and  House  of  Representatives: 

The  Interstate  Commerce  Commission  respectfully  reports  as  follows: 

By  joint  resolution  of  Congress,  approved  March  7,  1906,  the  Commission  was 
instructed  to  malse  an  examination  into  the  subject  of  railroad  discriminations 
and  monopolies  in  coal  and  oil,  and  was  further  required  to  conduct  its  inquiry 
or  investigation  immediately  and  to  report  to  Congress,  or  to  the  President 
when  Congress  is  not  in  session,  from  time  to  time  as  the  investigation  proceeds. 

After  the  approval  of  the  resolution  the  Commission  proceeded  to  ascertain 
the  location  of  the  most  serious  complaints  as  to  discriminations  and  monopolies 
in  coal  and  oil  by  railroads,  common  carriers,  and  reached  the  conclusion  that 
it  was  desirable  to  first  inaugurate  its  inquiry  in  the  bituminous  coal  fields 
served  by  the  railroads  reaching  tide  water  at  points  on  the  Chesapeake  Bay, 
the  Hampton  Roads,  and  the  Atlantic  seaboard  north  of  the  city  of  Norfolk,  in 
Virginia.  The  commission  employed  counsel  and  such  Investigators  as  it  was 
found  necessary  in  order  to  properly  ascertain  what  was  the  condition  existing 
in  the  territory  aforesaid. 

This  territory  is  bounded  by  the  Ohio  River  on  the  west,  the  Canadian  boun- 
dary on  the  north,  and  the  Norfolk  and  Western  Railway  Company's  line  of 
road  on  the  south,  and  comprises  a  very  large  area  underlaid  with  bituminous 
coal,  a  great  part  of  which  is  shipped  to  tide  water  and  exported,  or  carried  in 
barges  or  vessels  to  points  along  the  Atlantic  seaboard. 

After  making  its  preliminary  investigation,  the  commission  assigned  the  first 
hearing  and  began  the  taking  of  evidence  in  the  city  of  Philadelphia,  Pa.,  on 
the  10th  day  of  April,  1906,  at  11  o'clock  a.  m.,  and  continued  its  hearings  at 
Philadelphia,  Baltimore,  and  Washington  up  to  the  22d  day  of  June,  1906,  all 
of  which  evidence  embraces  6,628  pages  (herein  referred  to),  in  addition  to 
exhibits,  which  were  duly  filed  with  the  commission. 

Before  beginning  its  hearings  the  commission  addressed  a  letter  to  each  of 
the  railroad  companies  in  the  territory  aforesaid,  asking  for  certain  Information, 
a  copy  of  which  letter  is  here  set  forth. 
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Mabch  21,  1906. 

Under  a  joint  resolution  of  the  Senate  and  House  of  Representatives,  ap- 
proved by  the  President  March  7,  1906,  a  copy  of  which  Is  herewith  inclosed, 
■the  Interstate  Commerce  Commission  has  been  directed  to  investigate  certain 
matters  as  therein  set  forth. 

To  aid  the  commission  in  conducting  the  required  investigation  your  company 
Is  requested  to  furnish,  on  or  before  the  30th  instant,  the  following  information, 
which  may  be  sent  to  the  commission  by  mail : 

1.  A  list  or  statement  showing  the  names  and  location  of  all  coal  mines  upon 
your  lines  of  road,  or  upon  the  lines  of  other  roads  in  which  your  company  is 
interested,  giving  the  rating  of  each  such  coal  mine  for  car  distribution  when 
car  distribution  is  made  upon  a  basis  involving  the  rating  of  mines. 

2.  A  list  of  the  names  of  your  stockholders  at  the  last  date  when  stock  books 
were  closed,  specifying  such  date,  and  including  the  post-oflSce  address  of  each 
stockholder  if  that  will  not  occasion  delay  in  complying  with  this  request.  In 
cases  where  the  last  dividend  was  paid  to  persons  not  stockholders  of  record, 
give  the  names  and  post-office  address  of  such  persons. 

3.  A  list  of  the  names  of  stockholders  present  in  person  at  your  last  annual 
meeting  and  a  list  of  the  names  of  stockholders  voting  thereat  by  proxy, 
together  with  the  names  of  persons  acting  as  proxy  at  such  meeting  and  a 
blank  form  of  the  proxy  used. 

4.  A  map  or  maps  of  the  lines  of  railway  owned  or  operated  by  your  com- 
pany, also  a  map  or  maps  of  any  lines  of  railway  in  which  your  company  has 
an  interest. 

*  5.  A  map  or  maps  of  the  coal  territories  served  by  your  company,  or  by  com- 
panies in  which  your  company  has  an  interest,  showing  the  location  upon  your 
line  and  upon  the  lines  of  such  other  companies  of  each  coal  mine  from  which 
coal  is  offered  for  shipment. 

The  commission  will  be  greatly  obliged  by  your  prompt  compliance  with  this 
request. 

Yours,  very  truly, 

,  Chairman, 

All  of  the  companies  in  the  territory  aforesaid  made  answer  to  this  communi- 
cation, giving  the  information  requested,  and  their  replies  thereto  have  been 
duly  filed  in  the  office  of  the  commission,  at  Washington. 

In  order  that  the  investigation  might  proceed  in  an  orderly  manner,  the 
commission  determined,  first,  to  Inquire  as  to  discriminations  and  monopolies 
by  the  carriers  engaged  in  bituminous  coal  traffic  In  the  territory  aforesaid,  and 
it  win  be  found  that  substantially  all  of  this  traffic  originates  on  the  lines  of 
the  Norfolk  and  Western  Railway,  the  Chesapeake  and  Ohio  Railway,  the 
Baltimore  and  Ohio  Railroad,  the  Pennsylvania  Railroad,  the  Buffalo,  Rochester 
and  Pittsburg  Railway,  the  Beech  Creek  division  of  the  New  York  Central 
and  Hudson  River  Railroad,  the  Pittsburg,  Shawmut  and  Northern  Railroad^ 
the  Buffalo  and  Susquehanna  Railroad,  and  the  West  Virginia  Central  and 
Pittsburg  Railway  (now  the  Western  Maryland  Railroad),  and  the  fields  served 
by  these  several  railroads  are  situate  in  the  States  of  Pennsylvania,  Maryland, 
West  Virginia,  and  Virginia,  and  a  very  large  percentage  of  the  tonnage  carried 
to  tide  water  by  these  railroads  goes  to  the  port  towns  of  New  EJngland  for 
distribution  to  the  interior. 

The  tidewater  terminals  of  the  Norfolk  and  Western  Railway  ^nd  Its  coal 
piers  are  located  at  Lamberts  Point,  Virginia,  on  the  Hampton  Roads  (p.  10G8). 

The  tidewater  terminals  of  the  Chesapeake  and  Ohio  Railway  and  Its  coal 
piers  are  at  Newport  News,  Va.,  on  the  Hampton  Roads  (p.  2256). 

The  tidewater  terminals  of  the  Baltimore  and  Ohio  Railroad  are  at  Curtis 
Bay  and  Locust  Point,  near  Baltimore,  on  the  Chesapeake  Bay,  and  at  Philadel- 
phia, Pa.,  and  at  St.  George,  near  New  York,  reached  by  the  Central  Railroad 
of  New  Jersey. 

The  tidewater  terminals  of  the  Pennsylvania  Railroad  are  at  Baltimore  Md., 
Philadelphia,  Pa.,  and  in  or  around  New  York  Harbor. 

Bituminous  coal  from  the  Beech  Creek  division  of  the  New  York  Central 
reaches  tidewater  at  Port  Liberty,  New  York  Harbor  (p.  4654),  and  Philadel- 
phia, Pa.,  using  the  terminals  of  the  Philadelphia  and  Reading  Railway. 

The  greater  part  of  the  bituminous  coal  from  the  fields  served  by  the  Buffalo, 
Rochester  and  Pittsburg  Railway  In  the  State  of  Pennsylvania  goes  to  Char- 
lotte, a  lake  port  near  Buffalo,  in  the  State  of  New  York  (p.  1620). 
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Under  the  joint  resolution  of  Congress  above  referred  to,  points  of  inquiry 
which  the  commission  was  directed  to  make  were: 

"  First.  Whether  any  common  carriers  by  railroad,  subject  to  the  interstate- 
commerce  act,  or  either  of  them,  own  or  have  any  interest  in,  by  means  of 
stock  ownership  in  other  corporations  or  otherwise,  any  of  the  coal  or  oil  which 
they,  or  either  of  them,  directly  or  through  other  companies  which  they  control 
or  in  which  they  have  an  interest,  carry  over  their  or  any  of  their  lines  as 
common  carriers,  or  in  any  manner  own,  control,  or  have  any  interest  in  coal 
lands  or  properties  or  oil  lands  or  properties. 

"  Second.  Whether  the  officers  of  any  of  the  carrier  companies  aforesaid,  or 
any  of  them,  or  any  person  or  persons  charged  with  the  duty  of  distributing 
cars  or  furnishing  facilities  to  shii)pers  are  interested,  either  directly  or  indi- 
rectly, by  means  of  stock  ownership  or  otherwise  in  corporations  or  companies 
owning,  operating,  leasing,  or  otherwise  interested  in  any  coal  mines,  coal  prop- 
erties, or  coal  traffic,  oil,  oil  properties,  or  oil  traffic  over  the  railroads  with 
which  they  or  any  of  them  are  connected  or  by  which  they  or  any  of  them  are 
employed. 

"Third.  Whether  there  is  any  contract  combination  in  the  form  of  trust,  or 
otherwise,  or  conspiracy  in  restraint  of  trade  or  conmaerce  among  the  several 
States,  in  which  any  common  carrier  engaged  in  the  transportation  of  coal  or 
oil  is  interested,  or  to  which  it  is  a  party ;  and  whether  any  such  common  car- 
rier monopolizes  or  attempts  to  monopolize,  or  combines  or  conspires  with  any 
other  carrier,  company  or  companies,  person  or  persons,  to  monopolize  any  part 
of  the  trade  or  commerce  in  coal  or  oil,  or  traffic  therein  among  the  several 
States  or  with  foreign  nations,  and  whether  or  not,  and  if  so,  to  what  extent 
such  carriers,  or  any  of  them,  limit  or  control,  directly  or  indirectly,  the  outpnt 
of  coal  mines  or  the  price  of  coal  and  oil  fields  or  the  price  of  oil. 

"  Fourth.  If  the  Interstate  Commerce  Conmaission  shall  find  that  the  fticts 
or  any  of  tjiem  set  forth  in  the  three  paragraphs  above  do  exist,  then  that  it 
be  further  required  to  report  as  to  the  effect  of  such  relationship,  ownership, 
or  interest  in  coal  or  oil  properties  and  coal  traffic,  or  oil,  oil  properties,  or  oil 
traffic  aforesaid,  or  such  contracts  or  combinations  in  form  of  trusts  or  other- 
wise, or  conspiracy  or  such  monopoly  or  attempt  to  monopolize  or  combine  or 
conspire  as  aforesaid,  upon  such  person  or  persons  as  may  be  engaged  inde- 
pendently of  any  other  persons  in  mining  coal  or  producing  oil  and  shipping 
the  same,  or  other  products,  who  may  desire  to  so  engage,  or  upon  the  general 
public  as  consumers  of  such  coal  or  oil. 

"  Fifth.  That  said  commission  be  also  required  to  investigate  and  report  the 
system  of  car  supply  and  distribution  in  effect  upon  the  several  railway  lines 
engaged  in  the  transportation  of  coal  or  oil  as  aforesaid,  aiUd  whether  said 
systems  are  isAr  and  equitable,  and  whether  the  same  are  carried  out  fairly 
and  properly;  and  whether  said  carriers,  or  any  of  them,  dlsciminate  against 
shippers  or  parties  wishing  to  become  shippers  over  their  several  lines,  either 
in  the  matter  of  distribution  of  cars  or  in  furnishing  facilities  or  instrumentali- 
ties connected  with  receiving,  forwarding,  or  carrying  coal  or  oil  as  aforesaid. 

"  Sixth.  That  said  commission  be  also  required  to  report  any  facts  or  con- 
clusions which  it  may  think  pertinent  to  the  general  inquiry  above  set  forth. 

"  Seventh.  That  said  commission  be  also  required  to  report  as  to  what  remedy 
it  can  suggest  to  cure  the  evils  above  set  forth,  if  they  exist** 

First.  Whether  Any  Common  Carriers  by  Rahroad,  Subject  to  the  Intkb- 
STATE  Commerce  Act,  or  Either  of  Them,  Own  ob  Have  Any  Interest  ih, 
BY  Means  of  Stock  Ownership  in  Other  Corporations  or  Otherwise,  Ant 
OF  THE  Coal  or  Oil  Which  They,  or  Either  of  Them,  Directly  of  Through 
Other  Companies  Which  They  Control  or  in  Which  They  Have  an  In- 
terest, Carry  Over  Their  or  Any  of  Their  Lines  as  Common  Carriers,  ob 
IN  Any  Manner  Own,  Control,  or  Have  Any  Interest  in  Coal  Lands  ob 
Properties  or  Oil  Lands  or  Properties. 

It  will  be  observed  that  under  this  paragraph  the  commission  is  required  to 
inquire,  investigate,  and  report: 

(a)  As  to  whether  common  carriers  own  or  have  any  interest  in,  by  means  of 
stock  ownership  in  other  corporations  or  otherwise,  any  of  the  coal  or  oil,  which 
they,  or  either  of  them,  directly  or  through  other  companies  which  they  control 
or  in  which  they  have  any  interest,  carry  over  their  or  any  of  their  lines  as 
common  carriers. 
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(6)  Whether  any  common  carriers  by  railroad,  subject  to  the  interstate-com- 
merce act,  in  any  manner  own,  control,  or  have  any  interest  in  coal  lands  or 
propertiea 

We  shall,  therefore,  take  up  the  several  roads  in  the  territory  referred  to  in 
this  report,  under  this  heading  and  the  two  subdivisions  thereof,  nad  we  report 
therein  as  follows: 

(a)  As  TO  Whetheb  Common  Carriers  Own  or  Have  Any  Interest  in,  bt 
Means  of  Stock  Ownership  in  Other  Corporations  or  Otherwise,  Any  of 
THE  Coal  or  Oil  Which  They,  or  Either  of  Them,  Directly  or  Through 
Other  Companies  Which  They  Control  or  in  Which  They  Have  an  In- 
ti»est.  Carry  Over  Their  or  Any  of  Their  Lines  as  Common  Carriers. 

norfolk  and  western  railway  company. 

As  to  the  Norfolk  and  Western  Railway  Company,  we  desire  to  report  that 
pior  to  the  year  1901  (p.  2387)  there  were  300,000  acres  more  or  less  of  coal 
lands  in  what  is  known  as  the  Pocahontas  Flat  Top  coal  field,  in  the  States  of 
Virginia  and  West  Virginia,  along  the  lines  of  the  Norfolk  and  Western  Rail- 
way, which  were  owned  by  the  Flat  Top  Coal  Land  Association,  and  upon  which 
there  were  located  a  number  of  coal  mines  which  were  operated  by  persons  or 
companies  under  lease  from  the  Flat  Top  Coal  Land  Association.  This  is  a 
steam  coal  and  is  known  as  the  "  Pocahontas  No.  3  "  vein. 

•  In  the  year  1901  the  Flat  Top  Coal  Land  Association  came  to  the  conclusion 
that  it  would  like  to  dispose  of  its  coal  lands  aforesaid,  and  gave  an  option 
ttiereon  to  certain  persons,  to  wit:  Messrs.  E.  H.  Gary,  William  Edenborn,  and 
Isaac  T.  Mann,  known  as  syndicate  managers.  Some  time  thereafter,  to  wit, 
on  the  11th  day  of  October,  1901,  the  Pocahontas  Coal  and  Coke  Company  was 
incorporated,  under  the  laws  of  the  State  of  New  Jersey,  for  the  purpose  of 
acquiring  the  lands  aforesaid  from  the  Flat  Top  Coal  Land  Association  (p. 
2388),  and  this  company  did  acquire  said  lands.  The  capital  stock  of  the  Poca- 
hontas Coal  and  Coke  Company  is  $1,000,000  (p.  2406). 

The  above-mentioned  syndicate  managers  on  the  11th  day  of  October,  1901, 
made  a  written  proposition  to  the  Pocahontas  Coal  and  Coke  Company  to  sell 
to  It  the  lands  and  property,  including  mineral  rights,  timber  and  timber  rights. 
railroads  and  railroad  franchises  of  the  Flat  Top  Coal  Land  Association,  which 
lands  are  stated  in  the  proposition  (p.  2413,  etc.)  as  comprising  300,000  acres 
more  or  less  of  what  is  known  as  Pocahontas  coal.     In  consideration  of  the 
conveyance  by  the  syndicate  managers  of  the  lands  aforesaid  to  the  Pocahontas 
Coal  and  Coke  Company,  and  of  the  payment  by  the  syndicate  managers  to  the 
said  company  of  about  $4,500,000  in  cash,  the  Pocahontas  Coal  and  Coke  Com- 
pany was  to  issue  to  the  syndicate  managers  certain  securities. 

As  the  result  of  this  transaction  tho  lands  aforesaid  were  conveyed  to  the 
Pocahontas  Coal  and  Coke  Company,  but  by  agreement  dated  the  31st  day  of 
December,  1901,  the  proposition  of  the  syndicate  managers  to  the  Pocahontas 
Coal  and  Coke  Company  was  modified  in  some  particulars  and  a  new  agreement 
was  entered  into  between  the  syndicate  managers,  the  Pocahontas  Coal  and 
Coke  Company,  and  the  Norfolk  and  Western  Railway  Company,  whereby  it 
was  agreed  that  $1,000,000  of  the  capital  stock  of  the  Pocahontas  Coal  and 
Coke  Company,  full  paid  and  nonassessable,  and  being  all  the  stock  of  the  said 
company  outstanding,  should  be  turned  over  to  the  Norfolk  and  Western  Rail- 
way Company,  and  that  the  Norfolk  and  Western  Railway  Company  jointly 
witii  the  Pocahontas  Coal  and  Coke  Company  should  execute  and  deliver  to 
the  syndicate  managers  "  the  bonds  of  the  railway  company  and  of  the  Poca- 
hontas Coal  &  Coke  Company  "  for  "  the  aggregate  principal  sum  of  $30,000,000." 
This  contract  will  be  found  on  page  2404  of  the  record,  and  sets  forth  very 
fully  the  history  of  the  transaction. 

It  would  appear  from  this  agreement  that  the  syndicate  managers  were  to 
pay  to  the  vendor  of  the  several  properties  conveyed  to  the  Pocahontas  Coal 
and  Coke  Company  the  sum  of  $13,500,000,  and  for  this  same  property  the 
Pocahontas  Coal  and  Coke  Company  paid  $20,000,000  in  the  joint  bonds  of  the 
Pocahontas  Coal  and  Coke  Company  and  the  Norfolk  and  Western  Railway 
Company,  secured  by  first  mortgage  of  the  Pocahontas  Coal  and  Coke  Company 
on  the  lands  aforesaid ;  and  that  there  was  further  turned  over  to  the  syndicate 
managers  $1,000,000  of  the  stock  of  the  Pocahontas  Coal  and  Coke  Company, 
foil  paid  and  nonassessable,  which  was  all  of  the  stock  of  said  company  out- 
standing, and  by  said  agreement  this  entire  issue  of  stock  was  turned  over  by 
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the  syndicate  managers  to  and  is  now  held  by  the  Norfolk  and  Western  Rail- 
way Company.  In  addition  to  this,  the  Pennsylvania  Company  and  the  Pitts- 
burg, Cincinnati,  Chicago  and  St.  Louis  Railway  Company  jointly  guaranteed 
the  payment  of  the  interest  on  the  $20,000,000  of  bonds  aforesaid  (pp.  2394- 
2395). 

It  further  appears  (p.  2403)  that  it  was  originally  contemplated  by  the  syndi- 
cate managers,  after  the  Pocahontas  Coal  and  Coke  Company  was  organized, 
that  said  company  should  issue  a  very  much  larger  amount  of  securities,  which 
were  to  be  used  in  purchasing  other  lands  or  properties  in  the  coal  territory 
aforesaid,  but  when  the  Norfolk  and  Western  Railway  Company  bought  the 
stock  of  the  Pocahontas  Coal  and  Coke  Company  and  thus  acquired  control  of 
the  coal  properties,  this  plan  of  purchasing  additional  territory  was  abandoned, 
and  no  becurities  were  issued  by  the  Pocahontas  Coal  and  Coke  Company  except 
the  $1,000,000  of  capital  stock  and  the  $20,000,000  of  first-mortgage  bonds, 
except  $500,000  of  bonds,  which  are  held  by  some  one  whose  Identity  does  not 
appear. 

So  at  present  the  situation  is  that  the  Pocahontas  Coal  and  Coke  Company 
owns  the  fee-simple  title  or  mineral  rights  upon  about  300,000  acres  of  Poca- 
hontas coal  in  the  States  of  Virginia  and  West  Virginia,  and  the  securities  of 
that  company  are  outstanding  as  follows: 

First.  Its  entire  capital  stock  of  $1,000,000,  held  by  the  Norfolk  and  Western 
Railway  Company. 

Second.  Twenty  million  dollars  of  joint  bonds  of  the  Pocahontas  Coal  and 
Coke  Company  and  the  Norfolk  and  Western  Railway  Company,  outstanding 
secured  by  first  mortgage  on  the  lands  of  the  Pocahontas  Coal  and  Coke  Com- 
pany, the  interest  upon  which  is  guaranteed  by  the  Pennsylvania  Company  and 
the  Pittsburg,  Cincimiati,  Chicago  and  St.  Louis  Railway  Company,  and  $500,000 
additional  bonds  secured  as  aforesaid  (p.  2391). 

The  Pocahontas  Coal  and  Coke  Company  gets  its  revenue  from  royalties  on 
coal  and  coke  produced  on  its  lands  by  lessees,  who  pay  10  cents  per  ton  royalty 
on  all  coal  and  15  cents  per  ton  royaltj  on  all  coke  produced  (p.  2402).  And 
the  revenues  from  the  lands  of  the  Pocahontas  Coal  and  Coke  Company  have 
never  been  sufllcient  to  meet  its  expenses  and  pay  the  interest  on  its  bonded 
indebtedness,  the  deficit  having  been  paid  by  the  Norfolk  and  Western  Railway 
Company,  the  Pennsylvania  Company,  and  the  Pittsburg,  Cincinnati,  Chicago 
and  St.  Louis  Railway  Company  (p.  2425). 

The  Norfolk  and  Western  Railway  Company  purchased  the  entire  stock  of 
the  Pocahontas  Coal  and  Coke  Company  and  thus  acquired  control  of  the  coal 
lands  aforesaid,  with  the  idea  that  the  acquisition  of  these  coal  lands  by  any 
other  person  or  corporation  than  itself  would  be  detrimental  to  the  interests 
of  that  company  (p.  2423),  and  in  the  sale  of  the  coal  lands  aforesaid  to  the 
Pocahontas  Coal  and  Coke  Company  it  was  arranged  through  Mr.  B.  H.  Gary, 
one  of  the  syndicate  managers,  who  was  connected  with  the  United  States  Steel 
Corporation,  that  said  corporation  should  have  a  lease  upon  50,000  acres  of 
said  land  for  the  purpose  of  furnishing  it  with  a  fuel  supply  (pp.  2423-2424). 

The  Pocahontas  Coal  and  Coke  Company  does  not  own  any  coal  mines  in  the 
sense  that  it  is  an  operator  engaged  in  mining  coal  (pp.  2396-2397).  It  is  a 
land-holding  company  and  leases  parts  of  its  lands  to  other  persons  who  are 
engaged  in  mining  coal  (p.  2443),  and  the  Norfolk  and  Western  Railway  Com- 
pany does  no  mining  itself,  nor  does  it  own  any  coal  mines  other  than  through 
the  stock  owership  in  the  Pocahontas  Coal  and  Coke  Company  (p.  2444),  and 
the  charter  of  the  Pocahontas  Coal  and  Coke  Company  prohibits  that  company 
from  engaging  in  the  buying  and  selling  of  coal  and  coke  (pp.  2397,  2443-2444). 

The  lease  for  the  benefit  of  the  United  States  Steel  Corporation  is  operated 
under  the  name  of  the  United  States  Coal  and  Coke  Company,  which  is  a  sub- 
sidiary company  of  the  steel  corporation  (p.  2396).  The  Norfolk  and  Western 
Railway  Company  is  not  interested  in  any  other  coal  lands  or  coal  properties 
by  stock  ownership  or  otherwise  than  its  interest  by  reason  of  the  ownership  oJ 
the  stock  of  the  Pocahontas  Coal  and  Coke  Company  (p.  2387). 

About  70  per  cent  of  the  coal  traffic  of  the  Norfolk  and  Western  Railwaj 
Company  originates  in  what  is  known  as  the  Pocahontas  field,  and  a  larg< 
amount — above  one-half — of  the  tonnage  from  the  Pocahontas  coal  field  Ij 
mined  upon  lands  owned  by  the  Pocahontas  Coal  and  Coke  Company,  the  othei 
lands  upon  which  coal  is  raised  in  that  territory  being  owned  by  the  Croze] 
Coal  Land  Association  and  James  H.  Browning,  and  recently  a  new  and  larg( 
operation  has  been  opened  in  said  field  on  lands  owned  by  the  Berwind-Whlt 
Coal  Mining  Company  (p.  2431). 
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will  be  seen  above,  the  Norfolk  and  Western  Railway  CJompany  has  an 
interest  in  a  large  amount  of  the  coal  carried  by  it,  by  means  of  its  ownership 
yt  the  entire  capital  stock  of  the  Pocahontas  Coal  and  Coke  Company,  and 
erliile  it  may  be  properly  said  that  the  Norfolk  and  Western  Railway  Company 
Aoes  not  own  the  coal  after  it  is  mined,  still  it  undoubtedly  has  an  interest 
Oierein  by  reason  of  its  ownership  of  the  landlord  company  and  the  fact  that 
All  of  the  coal  mined  upon  the  lands  of  said  company  must  pay  a  royalty  in 
leliich  the  Norfolk  and  Western  Railway  Company  is  interested  by  means  of 
Its  stock  x)wnership. 

CHESAPEAKE  AND  OHIO   RAILWAY   COMPANY. 

It  would  appear  from  the  evidence  (p.  2249)  that  the  Chesapeake  and  Ohio 
Railway  Company  does  not,  hy  stock  ownership  in  other  corporations,  directly 
or  indirectly  own  an  interest  in  any  of  the  coal  companies  or  coal  properties 
along  its  lines.  (See,  however,  the  evidence  of  Mr.  Joseph  U.  Crawford,  p.  4363.) 

WESTERN  MARYLAND  RAILROAD  COMPANY. 

It  would  appear  from  the  letter  of  Mr.  F.  S.  Landstreet,  vice  president  of  the 
Western  Maryland  Railroad  Company,  dated  March  29,  1906,  addressed  to  the 
chairman  of  the  commission  "  that  the  West  Virginia  Central  and  Pittsburg 
Railway  Company  has  divested  itself  of  ownership  of  all  railroad  lines,  having 
conveyed  the  same  to  the  Western  Maryland  Railroad  Company,  a  corporation 
of  the  State  of  Maryland.  It  has  retained,  however,  its  ownership  of  its  coal 
lands  in  West  Virginia  as  well  as  its  charter  powers  and  franchises  in  connec- 
tion with  the  ownership  and  development  of  the  same. 

"All  of  the  capital  stock  of  the  West  Virginia  Central  and  Pittsburg  Rail- 
way Company  is  owned  by  the  Western  Maryland  Railroad!  Company  and  has 
be^i  pledged  with  the  trustee  of  the  first  mortgage  of  said  last-named  company 
as  part  of  the  security  for  the  bonds  issued  thereunder." 

It  appears  (p.  6239)  that  the  Western  Maryland  Railroad  Company  owns 
the  stock  of  the  Davis  Coal  and  Coke  Company,  which  is  one  of  the  large  coal 
companies  operating  in  West  Virginia,  and  which  owns  and  controls  over 
100,000  acres  of  coal  lands. 

By  means  of  its  stock  ownership  in  the  West  Virginia  Central  and  Pittsburg 
Railway  Company  and  of  the  Davis  Coal  and  Coke  Company,  the  Western 
Maryland  Railroad  Company  is  interested  in  coal  mines  and  coal  lands.  In  the 
year  1902  the  Western  Maryland  Railroad  Company  aquired  its  interest  in  the 
West  Virginia  Central  and  Pittsburg  Railway  Company,  and  in  the  year  1905 
it  purchsed  all  of  the  capital  stock  of  the  Maryland  Smokeless  Coal  Company, 
and  it  would  appear  that  the  coal  acreage  controlled  by  the  stock  ownership 
of  the  railroad  company  in  these  two  companies,  by  its  purchase  of  the  stock 
of  the  two  other  companies,  amounts  to  about  138,000  acres.  ( See  Report  of  the 
Western  Maryland  Railroad  Company  to  the  commission,  July  19,  1906.) 

BALTIMORE  AND  OHIO  RAILROAD  COMPANY. 

We  will  first  report  the  situation  as  it  existed  along  the  lines  of  the  Baltimore 
and  Ohio  Railroad  Company  east  of  the  Ohio  River  at  the  time  of  beginning 
this  investigation,  as  some  changes  have  occurred,  brought  about  by  the  Bal- 
timore and  Ohio  Railroad  Company,  during  the  progress  of  the  investigation, 
which  will  be  hereinafter  referred  to. 

The  territory  covered  by  the  bituminous  coal  fields  served  by  the  Baltimore 
and  Ohio  Railroad  Company  is  in  the  northern  part  of  the  State  of  West  Vir- 
ginia, in  the  western  part  of  the  State  of  Maryland,  and  in  the  southern  part 
of  the  State  of  Pennsylvania  ( Connellsville  region).  There  has  been  great  de- 
velopment in  that  territory,  and  there  are  a  large  number  of  operations  and 
operating  companies  mining  coal  in  the  territory  aforesaid. 

In  the  evidence  these  operators  are  divided  into  two  classes : 

First.  The  Independent  operators — i.  e.,  operations  in  which  the  Baltimore 
and  Ohio  Railroad  Company  has  no  interest,  directly  or  indirectly — and 

Second.  Operations  in  which  the  Baltimore  and  Ohio  Railroad  Company  has 
an  Interest  by  reason  of  its  stock  ownership  in  other  companies. 

Outside  of  the  shipments  of  coal  and  coke  from  the  Connellsville  region 
served  by  the  Pennsylvania  Ralli^oad  and  the  Baltimore  and  Ohio  Railroad, 
the  commission  is  informed  that  the  shipments  of  coal  from  the  above  territory 
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by  those  operations  in  which  the  Baltimore  andl  Ohio  Railroad  Company  is  in- 
terested through  stock  ownership  in  coal  companies  is  far  in  excess  of  tbe 
shipments  of  those  operations  in  which  the  Baltimore  Railroad  Ck>mpany  has 
no  interest. 

On  the  9th  day  of  March,  1860,  the  Consolidation  Coal  Company  was  incor- 
porated under  the  laws  of  the  State  of  Maryland,  and  its  capital  stock  has 
increased  from  time  to  time  until  it  is  now  $10,250,000  (p.  973).  This  com- 
pany owns  a  large  amount  of  coal  lands  and  is  engaged  in  mining  coal  on  the 
Georges  Creek,  Cumberland  region,  in  the  State  of  Maryland  (pp.  879-880, 
•2177),  and  some  years  ago  acquired  the  capital  stock  of  the  Cumberland  and 
Pennsylvania  Railroad  Company  (pp.  877,  983-984),  which  serves  the  territory 
in  which  the  Consolidation  Coal  Company  owns  coal  property  and  operates  its 
piines  (p.  879).  The  mileage  of  the  Cumberland  and  Pennsylvania  Railroad 
Company  is  about  55  miles,  including  branches. 

The  Baltimore  and  Ohio  Railroad  Company  owns  something  over  52  per  cent 
of  the  capital  stock  of  the  Consolidation  Coal  Company,  which  was  acquired 
about  1873,  and  thus  it  controls  the  coal  company  and  the  Cumberland  and 
Pennsylvania  Railroad  Company  (p.  973).  The  Consolidation  CJoal  Ck>mpany 
is  a  large  miner  of  coal  (pp.  879-880,  2177).    In  1904  it  mined  1,833,371  tons. 

In  1904  the  Consolidated  Coal  Company  acquired  a  majority  of  the  stock  of 
the  Metropolitan  Coal  Company  of  Boston  (p.  879),  which  latter  company  IB 
engaged  in  the  retail  trade,  buying  coal  f.  o.  b.  Baltimore  or  Philadelphia,  as 
the  case  may  be,  and  carrying  the  same  to  Boston  and  there  distributing  it,  by 
retail,  to  the  trade  at  that  point  and  interior  towns  (pp.  885-886).  The  Con- 
solidation Coal  Company  has  barges  which  are  occasionally  used  in  carrying 
the  coal  for  the  Metropolitan  Coal  CJompany,  but  usually  it  is  carried  in  vessds 
chartered  by  the  latter  company  (p.  886).  In  1903  the  Consolidation  Coal  C(hb- 
pany  acquired  a  majority  of  the  stock  of  the  Somerset  Coal  Company,  paying 
therefor  the  sum  of  $22.50  per  share  (p.  975).  (Minute  book  of  the  Consolida- 
tion Coal  Company.) 

THE    FAIRMONT    COAL    COMPANY. 

On  the  20th  day  of  June,  1901,  the  Fairmont  Coal  Company  was  organized, 

and  as  of  July  1,  1901  (p.  939),  purchased  a  large  amount  of  coal  property  upon 

which  were  located  some  35  mines,  more  or  less,  from  Mr.  C.  W.  Watson  and 

others  (p.  941,  etc.).    The  coal  produced  by  these  mines  amounted  to  a  very 

large  tonnage,  to  wit : 

Tons. 

1902 3,  934,  217 

1903 3,  691,  783 

1904 3,  750, 176 

The  property  was  transferred  to  the  Fairmont  Coal  Company  free  of  debt, 
except  $475,000,  secured  by  mortgage  on  the  property.  (Minutes  of  the  Fair- 
mont Coal  Company.) 

In  the  year  1903  the  Fairmont  Coal  Company  also  purchased  the  control  of 
the  Clarksburg  Fuel  Company  (p.  878),  which  latter  company  was  incorporated 
under  the  laws  of  the  State  of  West  Virginia  on  the  16th  day  of  September, 
1901,  to  engage  in  mining  and  selling  coal  and  manufacturing  coke.  It  owns  a 
number  of  coal  properties  which  produce  about  800,000  tons  of  coal  per  year. 
(Cramp,  Mitchell  &  Serrill's  Manual  of  Statistics,  1905,  pp.  444^45.) 

The  Fairmont  Coal  Company  owns  about  33,000  acres  of  bituminous  coal 
lands  and  controls  by  lease  about  24,986  acres,  and  also  has  interests  leased  to 
it  by  the  Monongahela  Railroad  Company  and  by  the  Monongah  Company. 
(See  Cramp,  Mitchell  &  Serrill's  Manual  of  Statistics,  1905,  p.  501.) 

THE    NORTH WESTEBN    FUEL    COMPANY. 

The  Fairmont  Coal  Company  also  owns  (pp.  365,  879)  the  Northwestern  Fuel 
Company,  which  is  a  corporation  formed  under  the  laws  of  the  State  of  Wis- 
consin, on  the  28th  day  of  October,  1901,  and  which  is  the  successor  of  a  Minne- 
sota corporation  of  the  same  name.  The  business  of  the  company  is  the  for- 
warding, storage,  selling,  and  retail  distribution  of  coal  and  the  manufacture 
and  sale  of  coke  for  Chicago  and  the  I^akes  (pp.  882,  885).  This  company  has 
docks  on  Lake  Michigan  and  Lake  Superior,  at  Duluth,  West  Superior,  Mil- 
waukee, possibly  Ashland,  and  other  points,  and  has  a  hard-coal  breaker  at 
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Hiicago  (pp.  882-884,  etc.),  and  handles  not  only  the  coal  of  the  Fairmont  Coal 
k>iiipany,  but  that  of  other  companies,  and  during  1905,  handled  about 
,500,000  tons,  of  which  the  Fairmont  Coal  Company  and  its  associate  com- 
tanies  furnished  about  800,000  tons.  About  100,000  tons  were  purchased  from 
Qdependent  operators  along  the  lines  of  the  Baltimore  and  Ohio  Railroad 
;p.  885). 

Tbe  wharves  and  docks  of  the  Northwestern  Fuel  Company  are  used  by  the 
Tairmont  Coal  Company  and  Its  associate  companies  for  storing  large  amounts 
)f  coal,  which  are  shipped  in  the  summer  time  for  distribution  when  the  winter 
ipproaches.  (See  Cramp,  Mitchell  &  Serrill's  Manual  of  Statistics,  1905, 
?.  632.) 

THE  PITTSBURG   AND  FAIRMONT  FUEL   COMPANY. 

In  June  or  July,  1904,  the  Pittsburg  and  Fairmont  Fuel  Company  was  ship- 
ping coal  at  the  rate  of  something  over  300,000  tons  per  year.  Previous  to  that 
time  it  had  been  selling  its  coal  through  the  Fairmont  Coal  Company  and  had 
been  getting  the  use  of  certain  individual  cars  owned  by  the  Fairmont  Coal 
CJompany,  which  latter  company  determined  to  put  an  end  to  this  relationship, 
and  immediately  thereafter  a  majority  of  the  capital  stock  of  the  Pittsburg 
and  Fairmont  Fuel  Company  was  sold  to  the  Fairmont  Coal  Company  for  $1 
<pp.  904,  911).  Mr.  C.  W.  Watson,  the  president  of  the  Fairmont  Coal  Company, 
states  that  there  were  other  considerations,  in  that  they  had  aided  the  Pittsburg 
and  Fairmont  Fuel  Company  in  its  finances. 

It  would  seem  that  after  the  notice  of  the  Fairmont  Coal  Company  to  the 
Pittsburg  and  Fairmont  Fuel  Company,  that  the  first-named  company  would 
cease  acting  as  its  sales  agent  and  would  not  allow  it  the  use  of  the  equipment 
controlled  by  the  Fairmont  Coal  Company,  the  stockholders  of  the  Pittsburg 
and  Fairmont  Fuel  Company  practically  gave  to  the  Fairmont  Coal  Company 
a  majority  of  the  stock  of  the  Fuel  Company,  and  the  natural  inference  is  that 
the  stockholders  were  afraid  that  their  tonnage  might  be  decreased  unless  the 
alliance  with  the  Fairmont  Coal  Company  was  strengthened  and  continued. 

SOUTHERN  COAL  AND  TRANSPORTATION   COMPANY. 

The  Consolidation  Coal  Company  owns  2,501  shares  out  of  5,000  shares  of  the 
capital  stock  of  the  Southern  Coal  and  Transportation  Company  (pp.  1002, 
1006),  which  latter  company  owns  about  4,800  acres  of  coal  lands  in  Barbour 
County,  W.  Va.,  with  its  mines  near  Berryburg.  The  coal  is  of  the  Pittsburg 
vein  (p.  2806),  and  in  the  latter  part  of  1905  the  managers  of  the  Southern 
Coal  and  Transportation  Company,  finding  that  they  were  not  getting  along 
prosperously  on  account  of  the  fact  that  they  could  not  get  sufllcient  car  service 
on  the  Baltimore  and  Ohio  Railroad  (p.  280),  determined  to  sell  out  their 
properties,  and  thereafter  a  contract  was  made  by  Mr.  B.  F.  Berry,  the  presi- 
dent of  the  company,  to  sell  the  entire  capital  stock,  together  with  all  of  the 
bonds  of  the  company,  to  Messrs.  J.  11.  Wheelwright  and  C.  W.  Watson  (p.  2811) 
for  the  sum  of  $375,000  (pp.  2810,  1009-1010). 

Mr.  C.  W.  Watson  was  the  president  of  the  Consolidation  Coal  Company  and 
Mr.  J.  H.  Wheelwright  was  the  vice  president  thereof,  and  immediately  after  the 
purchase  of  the  stock  and  bonds  of  the  Southern  Coal  and  Transportation  Com- 
pany, Messrs.  Watson  and  Wheelwright  sold  2,501  shares  of  the  stock  out  of  the 
5,000  shares  and  all  the  bonds  of  the  company  to  the  Consolidation  Coal  Com- 
pany for  the  sum  of  $400,000. 

It  would  appear  from  the  evidence  of  Mr.  C.  W.  Watson  (p.  1007,  etc.)  that 
It  was  agreed  that  the  $25,000  c^ish  payment,  apparently  realized  by  him  and 
Mr.  W^heelwright,  wfis  to  be  put  in  the  trensury  of  the  Southern  Coal  and 
Transportation  Company,  and  it  is  not  clear  whether  the  mortgage  indebtedness 
of  the  Southern  Coal  and  Transportation  Company,  amounting  to  $500,000,  was 
canceled  or  not  (p.  1010),  but  there  was  jin  understanding  that  there  might  be  a 
new  issue  of  bonds,  in  lieu  of  the  $500,(XX)  of  mortgage  bonds,  for  the  purpose 
of  paying  back  to  the  Consolidation  Coal  Company  the  money  that  it  had  in- 
vested (p.  1013),  and  out  of  the  transaction  it  would  appear  that  Messrs. 
Watson  and  Wheelwright  made  a  profit  of  2,499  shares  of  the  capital  stock  of 
the  company. 

It  also  appears  that  the  original  owners  of  the  Southern  Coal  and  Transporta- 
tion Company  had  about  $500,000  invested  (p.  2806),  and  that  they  had  been 
engaged  in  mining  at  that  point  fQf  three  or  four  years  (p.  2807),  and  that 
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their  whole  diflSculty  was  an  Insufficient  car  service  from  the  Baltimore  and 
Ohio  Railroad   (pp.  2807-2809),  and  in  selling  out  the  property  the  original 
stockholders  sacrificed  their  interest  and  lost  money  on  the  transaction  (pp.    j 
2810,  2811),  and  that  the  property  would  have  been  worth  much  more  on  any 
railroad  that  furnished  equipment  to  take  care  of  the  output  (pp.  2811-2812). 

From  the  foregoing  it  will  appear  that  the  Fairmont  Ck)al  Company  owns  or 
controls  the  Clarksburg  Fuel  Company,  the  Northwestern  Fuel  Company,  and 
the  Pittsburg  ^nd  Fairmont  Fuel  Company,  and  that  the  Consolidation  Coal 
Company  owns,  or  controls,  the  Somerset  Coal  Company,  the  Metropolitan  Oal 
Company,  the  C/umberland  and  Pennsylvania  Railroad  Company,  and  the  South- 
ern Coal  and  Transportation  Company,  and,  in  addition,  mines  of  its  own  in  the 
Cumberland  district. 

About  the  1st  of  January,  1903,  the  Consolidation  Coal  Company  bought  a 
majority  of  the  stock  of  the  Fairmont  Coal  Company  at  $47.50  per  share  (p 
975).  The  capital  stock  of  the  Fairmont  Coal  Company  was  $12,000,000,  and 
the  Consolidation  Coal  Company  acquired  $6,(X)0,100.  In  the  year  1902  the 
output  of  the  Fairmont  Ck)al  Company  from  the  37  mines  controlled  by  it 
amounted  to  3,800,000  tons,  and  it  was  estimated  that  the  annual  capacity  was 
5,(XX),(X)0  tons.  The  purchase  was  made  by  the  Consolidation  Coal  Company  . 
from  Messrs.  A.  B.  Fleming,  S.  L.  Watson,  J.  E.  Watson,  C.  W.  W^atsou,  and 
J.  H.  Wheelwright  (Minutes  of  the  Consolidation  Coal  Company),  and  by  this 
latter  purchase  the  Consolidation  Coal  Company  acquired  control  of  all  the 
properties  of  the  Fairmont  Coal  Company. 

By  its  ownership  of  52  per  cent  of  the  capital  stock  of  the  Consolidation  CJoal 
Company  (p.  973)  the  Baltimore  and  Ohio  Railroad  Company  controls  all  of 
the  property  and  mines  of  that  company,  including  the  railroad  of  the  Cumber- 
land and  Pennsylvania  Rnilroad  Comjiany,  and  in  addition  it  controls  all  of  the 
properties  and  mines  of  the  Fairmont  Coal  Company  and  its  subsidiary  com- 
panies, and  also  the  Metropolitan  Coal  Company,  a  retailer  of  coal  at  Boston, 
and  the  Northwestern  Fuel  Company,  a  distributor  of  coal  on  the  Great  Lakes. 

The  Baltimore  and  Ohio  Railroad  Company,  through  its  ownership  of  the 
West  Virginia  and  Pittsburg  Railway  Company,  is  the  owner  of  a  large  body  of 
coal  lands  in  the  Gauley  country  in  West  Virginia  (p.  2179).  This  property 
was  purchased  for  the  lumber,  and  the  coal  underlying  same  has  never  been 
developed,  nor  has  any  effort  been  made  to  develop  it  (p.  2177). 

The  result  of  the  ownership  by  the  Baltimore  and  Ohio  Railroad  Company  of 
the  majority  of  the  capital  stock  of  the  Consolidation  Coal  Company  is  illus- 
trated by  the  following  evidence  of  Mr.  Arthur  Hale,  superintendent  of  trans- 
portation of  the  Baltimore  and  Ohio  Railroad  Company  (p.  369)  : 

"  Mr.  Glasgow.  Now,  I  ask  you  is  not  your  information,  then,  that  from  fh& 
time  the  coal  is  raised  it  is  raised  by  companies  in  which  the  Baltimore  m6 
Ohio  Railroad  Company  is  interested  and  probably  controls;  that  it  is  carrietl 
over  railroads  that  the  Baltimore  and  Ohio  Railroad  Company  owns,  or  controls 
in  part,  at  least ;  that  it  is  retailed  or  distributed  by  companies  which  the  Balti- 
more and  Ohio  Railroad  Company  is  interested  in,  either  by  its  direct  owner- 
ship or  indirectly  through  stock  ownership  of  other  companies?  ' 

"  Mr.  Hale.  I  would  not  challenge  that  statement  except  that  I  am  not  sure 
about  the  retail.     I  do  not  know  about  the  details  of  the  business." 

THE   SALE  OF  THE   STOCK  OF  THE  CONSOLIDATION   COAL  COMPANY  BY  THE  BALTIMOB-* 

AND  OHIO  RAILROAD  COMPANY. 

The  capital  stock  of  the  Consolidation  Coal  Company  is  $10,250,CKX)  (pp.  8^^ 
2226),  and  of  this  the  Baltimore  and  Obis' Railroad  Company  owns  something 
over  52  per  cent  (p.  973). 

About  the  Ist  of  May,  1906,  and  during  the  progress  of  this  investigation,  ttx^ 
Baltimore  and  Ohio  Railroad  Company  sold   (p.  2781)   the  stock  of  the  CJoH- 
solidation  Coal  Company  owned  by  it  to  a  syndicate  (representing  themselves 
and  others),  as  follows:  J.  H.  Wheelwright,  H.  Crawford  Black,  S.  L.  Watsoft 
J.  E.  Watson,  A.  B.  Fleming,  Van  Leer  Black,  L.  L.  Malone,  C.  W.  Watson  (pp 
2780-2782). 

This  is  said  by  Mr.  H.  L.  Bond,  jr.,  second  vice-president  of  the  Baltimore 
and  Ohio  Railroad  Company,  and  its  general  counsel,  to  be  an  absolute  sale  by 
the  Baltimore  and  Ohio  Railroad  Company  of  the  whole  of  its  shareholding 
interest  in  the  Consolidation  Coal  Company,  reserving  a  lien  for  the  unpaid 
purchase  money,  the  stock  being  placed  in  the  hands  of  a  trustee  as  security  {\h 
2178).     Mr.  Bond  further  says  (p.  2175)  : 
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"The  present  administration,  since  Mr.  Murray  came  in,  lias  never  felt  that 
the  ownership  of  that  stock  was  a  wise  thing,  and  it  has  been  in  contemplation 
for  a  year  and  a  half  to  arrange  a  sale  of  it.  It  has  been  under  negotiation 
irr^ularly,  and  it  came  to  a  head  by  our  getting  our  price  rather  unexpect- 
edly." 

And  Mr.  Bond  further  says  (pp.  2224^2225) : 

"  It  was  a  sale  of  stock,  Senator,  of  the  Consolidation  Coal  Company.  There 
was  a  percentage  of  purchase  money  paid  down  in  cash,  with  provision  for 
further  partial  payments,  and  as  security  for  these  partial  payments  this 
stock  is  placed  with  a  trustee,  but  there  is  no  reservation  of  any  voting  power 
of  that  stock.  It  is  just  a  clear  sale  under  which  the  purchaser,  of  course, 
gets  the  stock." 

The  last  payment  on  this  stock  may  be  extended  for  thirty  years  (p.  2225), 
but  the  purchaser  has  no  option  to  pay  off  the  balance  of  the  purchase  money 
until  the  expiration  of  the  fixed  periods  of  payments,  and  the  last  of  the  pur- 
chase money  can  not  be  paid  until  the  expiration  of  the  thirty  years,  which  is 
the  time  fixed  for  the  payment  (pp.  2225-2226). 

As  has  been  stated  heretofore,  the  Baltimore  and  Ohio  Railroad  Company 
purchased  the  stock  of  the  Consolidation  Coal  Company  many  years  ago,  and 
through  that  company  subsequently  purchased  a  majority  of  the  stock  of  the 
Fairmont  Coal  Company  and  Somerset  Coal  Company  and  other  companies. 
The  purpose  of  the  Baltimore  and  Ohio  Railroad  Company  in  purchasing  the 
control  of  the  Fairmont  Coal  Company  and  the  Somerset  Coal  Company 
through  the  Consolidation  Coal  Company  is  thus  stated  by  Mr.  H.  L.  Bond,  jr. 
(p.  2181) : 

"The  real  object  of  the  Baltimore  and  Ohio,  from  the  Baltimore  and  Ohio 
standpoint,  in  favoring  the  purchase  by  the  Consolidation  Coal  Company  of 
tlie  majority  of  the  stock  in  the  Fairmont  Coal  Company  and  the  Somerset 
Coal  Company  was  purely  a  measure  of  protection  against  what  the  railroad 
company  believed  to  be  a  threatened  purchase  of  these  properties  by  the 
Wabash  interests.  What  appealed  to  the  other  stockholders  in  the  Consolida- 
tion Company,  was  the  fact  that  their  coals  in  Cumberland  were  so  far  worked 
out  that  they  could  not  increase  their  output;  that  it  must  look  to  these 
other  fields  for  increase  of  their  business;  that  they  had  not  a  well-developed 
felling  agency;  that  they  were  relying  largely  upon  brokers  to  sell  their  coal. 
They  saw  an  opportunity,  by  making  this  combination  with  the  gas  coal  of 
the  Fairmont  and  the  cheaper  coal  of  the  Somerset,  neither  of  which  were 
competitive  with  the  Cumberland  coal,  so  far  as  effected  rhe  market  of  the 
Cumberland  coal.  By  making  that  combination  they  would  have  a  concern 
that  would  be  able  to  offer  three  kinds  of  coal,  and  would  be  large  enough  to 
establish  its  own  selling  agency,  and  thus  get  away  from  the  middleman. 
That  is  what  appealed  to  them.  But  from  the  railroad  standpoint — there  is 
no  secrecy  about  it — there  was  apprehension  that  negotiations,  which  we  be- 
lieved were  actually  pending,  would  result  in  the  purchase  by  a  rival  rail- 
road of  the  largest  freight  producer  on  our  line  in  West  Virginia.  It  was  a 
war  measure,  and  it  was  not  intended  to  be  permanent.  That  is  about  as  I 
understand  it." 

Under  the  terms  of  the  sale  it  was  provided  that  the  coal  from  the  properties 

Owned  by  the  Consolidation  Coal  Company  and  its  subsidiary  companies,  or 

the  companies  which  it  controlled,  should  be  shipped  over  the  Baltimore  and 

Ohio  Railroad  alone,  until  all  of  the  purchase  money  for  the  stock  was  paid 

<p.  2183),  and  therefore  certainly  for  a  period  of  thirty  years  (p.  2225). 

The  parties  to  the  sale  of  th  Consolidation  Coal  Company  stock  expressed 
Mo  objection  to  communicating  to  the  Commission  the  terms  of  the  sale,  other 
tlrnn  the  price,  and  from  the  contract  It  will  appear  that  It  Is  dated  the  26th 
day  of  April,  1906,  between  the  Baltimore  and  Ohio  Railroad  Company  of  the 
first  part,  and  Clarence  W.  Watson,  acting  for  himself  and  associates,  party 
of  the  second  part,  thereinafter  called  "  Purchasers." 

The  Purchasers  agreed  to  purchase  and  the  Railroad  Company  to  sell  53,532 
shares  of  Consolidation  Coal  Company  stock  at  a  price  which,  both  parties, 
when  on  the  stand,  refused  to  disclose,  but  which  both  from  the  contents  of 
the  contract  submitted  and  from  other  sources,  the  commission  have  reason  to 
believe,  did  not  exceed  pay.  A  cash  payment,  the  amount  of  which  also  was 
not  stated,  was  made  April  30,  1906,  at  which  time  there  was  delivered  to  the 
Purchaser  532  «hares  of  the  stock,  the  remaining  53,000  shares  being  trans- 
ferred to  the  Windsor  Trust  Company  of  New  York,  to  be  held  in  trust  to 
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Becure  the  pasrment  of  the  balance  of  purchase  money  and  to  assare  the  ob- 
serrance  of  certain  covenants  made  by  the  Purchasers  in  reference  to  the  sale 

The  commission  are  satisfied  that  the  amount  of  cash  pajrment  made  was  a 
small  part  of  the  total  purchase  price.  The  balance  of  the  purchase  money -h 
to  bear  4  per  cent  interest  and  to  be  payable  at  the  rate  of  $30,000  per  aimiRn 
for  a  period  of  thirty  years;  at  the  expiration  of  this  thirty  years  the  iMdanoe 
ot  the  purchase  money  to  be  paid;  the  Purchaser,  however,  having  no  personal 
liability  for  the  payment  of  the  deferred  purchase  money.  At  two  periods  of 
time  during  this  thirty  years,  but  the  dates  of  which  both  parties  refused  to 
disclose,  the  Purchasers  were  to  take  up  and  pay  for  (at  a  price  not  stated) 
two  blocks  of  this  stock,  one  of  10.000  shares  and  the  other  of  1S,000  sharee, 
or,  upon  failure  to  do  so,  the  Railroad  Company  have  the  right  to  sell  the  same 
and  apply  the  proceeds  toward  the  unpaid  purchase  money.  Until  the  es^ra- 
tion  of  the  period  of  thirty  years  the  trustee  shall  vote  the  stock  remaining 
in  its  hands  from  time  to  time  to  secure  a  management  of  the  company  wMch 
will  require  that  all  the  coal  mined  by  the  Ck)n8olidation  Coal  Company,  or 
any  coal  company  which  it  controls,  shall  be  shipped  over  the  lines  of  tbe 
Baltimore  and  Ohio  Railroad  Company  or  the  Pennsylvania  Railroad  Company 
'*as  heretofore." 

An  examination  of  the  report  of  the  Consolidation  Coal  Company  in  Cramp. 
Mitchell  &  Serrill's  Manual  of  Statistics,  1905,  shows  that  the  aggregate  sar- 
l*]us  earned  by  that  company  during  the  years  1806-1904,  inclusive,  was  over 
$5,000,000,  without  taking  into  account  any  enhanced  value  of  the  lands  of  the 
Consolidation  Coal  Company.  It  appears  also  that  the  dividends  paid  from 
1896  to  1902,  inclusive,  were  2  per  cent,  for  1903  and  1904,  4  per  cent;  and, 
from  the  testimony  of  Mr.  H.  L,  Bond,  jr.,  for  1905,  6  per  cent 

The  earnings  for  all  these  years  were  very  greatly  in  excess  of  the  amounts 
paid  in  dividends ;  in  fact,  since  1903  these  earnings  have  averaged  over  9  per 
cent  The  commission  calls  attention  to  these  facts  for  the  reason  that  tbej 
seem  to  have  a  material  bearing  in  connection  with  the  sale. 

The  sale  was  made  during  the  progress  of  this  investigation  and  only  after 
the  ownership  of  this  stock  by  the  Baltimore  and  Ohio  Railroad  Company  and 
the  discriminations  against  other  shippers  by  the  Baltimore  and  Ohio  Railroad 
Company  had  been  developed.  The  terms  of  the  sale  named  in  the  contract 
are  such  that  the  rate  of  interest  upon  the  purchase  money  is  less  than  the 
rate  of  dividend  paid  for  the  last  year,  and  very  much  less  than  the  rate  of 
net  earnings  for  that  year ;  or,  in  other  words,  by  appropriating  the  net  earn- 
ings to  that  purpose  not  only  can  the  interest  on  these  deferred  payments  of 
purchase  money  be  met,  but  the  principal  of  the  same  can  by  degrees  be  paid 
off  without  any  expenditure  on  the  part  of  the  Purchasers. 

It  is  also  to  be  noted  that  this  contract  provides  that  until  all  of  these  de- 
ferred payments  are  met  the  Consolidation  Coal  Company  shall  ship  all  the 
coal  handled  by  it  or  its  subsidiary  companies  over  the  Baltimore  and  Ohio 
Railroad  or  Pennsylvania  Railroad,  and  the  last  deferred  payment  can  not  be 
made  for  thirty  years,  so  that  the  tonnage  is  apparently  secured  to  these  two 
railroads  for  that  length  of  time.  This  sale  could  only  be  made  by  and  with 
the  consent  and  approval  of  the  president  and  directors  of  the  Baltimore  and 
Ohio  Railroad  Company,  many  of  whom  are  also  directors  of  the  Pennsylvania 
Railroad  Company  and  the  New  York  Central  and  Hudson  River  Railroad 
Company. 

It  appears  to  the  commission  that  after  this  apparent  transfer  of  the  stock 
of  the  Consolidation  Coal  Company  held  by  the  Baltimore  and  Ohio  Railroad 
Company  that  this  railroad  company  is  still  very  largely  interested  in  the 
prosperity  of  the  Consolidation  Coal  Company  and  its  subsidiary  companies, 
and  if  the  ownership  of  stock  in  the  Consolidation  Coal  Company  was  responsi- 
ble for  discriminations  alleged  to  have  been  practiced  by  the  Baltimore  and 
Ohio  Railroad  Company,  then  the  same  incentive  to  discrimination  in  favor  of, 
and  favoritism  to,  the  Consolidation  Coal  Company  and  its  subsidiary  com- 
panies exists  now,  as  far  as  the  railroad  company  is  concerned,  as  befbre  the 
apparent  sale  of  the  stock  aforesaid. 

PENNSYLVANIA    RAILROAD    COMPANY    (MANOR    REAL   ESTATE    AND    TRUST    COMPANY). 

This  is  the  real  estate  holding  company  of  the  Pennsylvania  Railroad  Com- 
pany (p.  5308),  and  its  entire  capital  stock  is  owned  by  the  Pennsylvania 
Railroad  Company  (pp.  4892,  5305).  The  capital  stock  of  the  company  amounts 
to  40,000  shares,  of  the  par  value  of  $50  each,  making  $2,000,000.  (See  Annual 
Report  of  the  Pennsylvania  Railroad  Company,  1905,  p.  28.) 
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The  holdings  of  coal  land  by  tjie  M^or  Real  Estate  and  Trust  Cwnpany 
are  set  fortii  by  Mr.  Max  Kiebenack,  comptroller  of  the  Pennsylvania  Raitroi^d 
OompaDjr  {j^  5301).  From  this  eyidence  it  appears  that  the  company  owns 
About  8^999  .acc^  of  coal  lands,  more  lor  l^ss,  in  sev^al  of  the  counties  of  the 
Sttate  of  Pe;w4Flvania.  In  addition  tp  its^  ownership  of  the  capital  stock  of 
the  JMCaOiOr  Beal  ^Bstate  and  Trust  Oowpa^y,  the  Pennsylvania  Railroad  Gom- 
jpNUij  qwQB  H«383,2ai.38  of  the  3i  per  omt  certificates  of  Indebte^ess  of  that 
company  (p.  5907).  The  revenues  of  the  Manor  Real  Bstate  and  Trust  Com- 
pany .ai:e  derived  from  the  rental  of  Its  properties  (p.  5308). 

Tie  Pei^^i^lyanla  Railroad  Company  owns  no  coal  lands  the  title  to  which 
stands  in  its  name  (p.  5306). 

TUe  comptroller  of  the  Pennsylvania  Railroad  Company  says  (p.  4891)  that 
the  Manor  Real  Estate  and  Trust  Company  has  not  been  engaged  in  the  coal 
bnedncijas  to  his  knowledge,  but  that  its  business  is  buying  and  sellUig  real  estate. 
The  most  of  the  lands  of  that  company  contain  bituminous  coal ;  a  part  thereof, 
however,  ^especially  in  Schuylkill  Qounty,  is  in  the  anthracite  coal  r^on 
(jp.  6314). 

WALHONDING  iCOAJ.  QOMJPANY. 

The  Peppsylvania  Railroad  Company  apjpears  to  have  some  interest  in  this 
company,  j[>nt  as  its  properties  are  on  the  lin^  west  of  Pittsburg  the  investlga- 
tion  so  far  has  not  reached  the  details  of  this  situation  (p.  4892). 

SI]rSQUeHA17J9A   GOAL   COMPANY. 

This  company  was  formed  under  the  Jiaws  of  the  State  of  Pennsylvania  in 
the  year  1840.  It  owns  properties  and  works  mines  in  the  anthracite  region 
of  the  State  of  Pennsylvania.  The  lentire  capital  stock  of  the  company, 
|243Qt8Qt),  l3  owned  by  the  Pennsylvajiia  Raijbroad  Company.  (See  statement  of 
opimsel  ^or  the  Pennsylvania  Railroad  Company,  p.  3149 ;  also  Annual  Report  of 
the  Pei^i^lvania  Railroad  Company,  1905,  p.  2S,  See  also  Cramp,  Mitchell  & 
SenVl's  Manual  of  Statistics,  1905,  p.  715,  and  statement  of  Mr.  John  P.  Green, 

p.  sm.) 

The  SusQuehanna  Coal  Company  ships  part  of  Its  coal  to  Greenville  Pier,  in 
New  yprk  Harbor,  which  is  leased  by  it  from  the  Pennsylvania  Railroad  Com- 
pany (p.  4245),  and  a  part  of  its  coal  also  goes  west  to  Chicago  and  other 
points  (p.  860). 

The  foregoing  seems  to  correctly  set  forth  the  holdings  of  the  Pennsylvania 
Bailxoad  Company  by  stock  ownership  in  coal  companies  or  coal  property. 

NEW    YORK   CENTRAL   AND    HUDSON    RIVER   RAILROAD   COMPANY. 

Practically  all  of  the  coal  projperty  ppon  the  lines  of  the  New  York  Central 
aad  Hudson  River  Railroad  Company  is  located  along  what  is  known  as  the 
PeniiflEylvania  division  of  that  company,  which  was  formed  upon  the  acquisi- 
tlcm,  by  lease,  of  the  Beech  Creek  Railroad  Company  and  the  Fall  Brook  Rail- 
way Coinpany.  The  mines  upon  the  Fall  Brook  Railway  are  practically  worked 
out  (p.  4505)  and  the  only-  interest  wliich  the  New  York  Central  ever  had  in 
coal  properties  in  that  line  was  52  per  cent  of  the  capital  stock  of  the  Morris 
mm  Coal  Mining  Company,  which  operation  was  disposed  of  many  years  ago. 
H^ice  tbe  scope  of  the  inquiry  as  to  the  New  York  Central  and  Hudson  Riva* 
Railroad  jQompany  was  necessarily  confined  to  that  portion  of  the  Pennsylvania 
division  known  as  the  Beech  Creek  district,  and  tliis  section  of  the  division 
ext4tP^«  iCrom  Jersey  Shore,  in  Lycoming  County,  to  Patton,  Cambria  County, 
Pa.,  a:dii9tance  of  about  150  miles.  It  has  numerous  spurs  and  branches  and 
co¥6vs  a  very  large  territory. 

JE'iom  tlie  evidence  it  appears  that  the  New  York  Central  and  Hudson  River 
Bailroad  Company  owns  the  entire  capital  stock  of  $1,000,000  of  the  Clearfield 
Bituminoiis  Coal  Corporation  (p.  4499),  organized  under  the  laws  of  the  State 
of  Pemiflgrivania,  the  entire  product  of  which  is  taken  for  supply  or  fuel  coal 
by  said  road  (p.  4516).  The  stock  of  this  company  was  given  to  the  New  York 
Central  and  Hudson  River  Railroad  Company  in  consideration  of  a  guaranty 
by. It  of  the  bonds  of  said  corporation  at  the  time  of  its  reorganization,  which 
occnrred  twenty  or  twenty-five  years  ago  (p.  4512). 

CThe. property  of  this  "corporation"  at  the  present  time  is  encumbered  with 
a  mor^ge  to  secure  a  bond  issue  of  $800,000,  and  wnce  the  acquisition  of  said 
stock  the  New  York  Central  and  Hudson  River  Railroad  Company  has  advanced 
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an  amount  in  excess  of  $500,000  for  the  purpose  of  developing  additional  coal 
lands  in  tliat  district 

Until  the  last  four  or  five  years  the  Clearf  eld  Bituminous  Ck>al  Ck)rpora- 
tion  was  engaged  not  only  in  furnishing  supply  or  fuel  coal  to  the  New  York 
Central  and  Hudson  River  Railroad  Company,  jut  was  also  in  the  commercial 
coal  business,  and  on  the  23d  day  of  JaQuar>,  1^)01  (p.  4522),  an  agreement 
was  entered  into  between  the  Beech  Creek  Coal  and  Coke  Company  and  the 
Clearfield  Bituminous  Coal  Corporation,  wh-ch,  after  setting  forth  Uiat  tlie 
main  object  of  the  operation  of  the  mines  of  said  Clearfield  Bituminous  Goal 
Corporation  is  to  insure  at  all  times  an  adequate  supply  of  fuel  coal  for  use 
on  the  road  of  the  New  York  Central  and  Hudson  River  Railroad  Company, 
binds  the  Clearfield  Bituminous  Coal  Corporation  not  to  engage  directly  or  in- 
directly in  the  sale  of  coal  for  commercial  purposes,  nor  to  make  sale  or  sales 
of  coal  to  any  person  or  corporation  other  than  the  New  York  Central  and 
Hudson  River  Railroad  Company  (p.  4522). 

The  Beech  Creek  Coal  and  Coke  Company  was  organized  under  the  laws  of 
the  State  of  Pennsylvania  in  the  month  of  June,  1901,  and  at  that  time  5,000 
shares  of  its  capital  stock  were  given  to  the  New  York  Central  and  Hudson 
River  Railroad  Company  (p.  4489),  without  any  substantial  consideration,  be- 
yond the  fact  that  at  the  same  time  an  agreement  was  entered  into  between 
said  Beech  Creek  Coal  and  Coke  Company  and  the  New  York  Central  and 
Hudson  River  Railroad  Company  (p.  4489),  which  provides,  inter  alia,  that 
said  coal  company  will  mine  and  deliver  for  transportation  to  said  railroad 
company  at  least  1,000,000  tons  of  coal  annually,  said  railroad  company  agree- 
ing to  promptly  furnish  cars  for  the  transportation  of  said  coal  as  same  shall 
be  required  and  to  transport  the  same  promptly  over  the  roads  owned  and 
leased  by  it. 

This  last  contract  further  provides  that  said  New  York  Central:  and  Hudson 
River  Railroad  Company  will  not,  directly  or  indirectly,  prdsecute  or  engage 
in  the  business  of  mining  coal  or  the  acquisition  of  coal  properties  for  that 
purpose,  nor  become  a  stockholder  in  any  coal  company  except  the  Clearfidd 
Bituminous  Coal  Corporation,  and  the  New  York  Central  and  Hudson  River 
Railroad  Company  agreed  to  purchase  annually  at  least  500,000  tons  of  supply 
or  fuel  coal  from  the  Beech  Creek  Coal  and  Coke  Company  in  addition  to  the 
3,000,000  tons  of  commercial  coal  which  it  agreed  to  transport,  and  said  agree- 
ment is  to  be  in  force  for  twenty-five  years  from  the  date  thereof.  Since  tie 
execution  of  said  agreement  the  New  York  Central  and  Hudson  River  Railroad 
Company,  according  to  the  evidence  of  Mr.  James  Kerr,  president  of  the  Beech 
Creek  Coal  and  Coke  Company  (p.  4691),  has  expended  at  least  $1,500,000  in 
developing  the  territory  and  giving  to  said  coal  company  tracks,  "  part  of  which 
was  based  upon  the  agreement." 

Four  years  thereafter  the  Beech  Creek  Coal  and  Coke  Company  was  absorbed 
by  the  Pennsylvania  Coal  and  Coke  Company  (p.  4634),  a  corporation  organized 
under  the  laws  of  the  State  of  Pennsylvania,  and  in  exchange  for  its  5,000 
shares  of  stock  in  the  Beech  Creek  Coal  and  Coke  Company  the  New  York  Cen- 
tral and  Hudson  River  Railroad  Company  received  5,000  shares  of  the  preferred 
stock,  5,000  shares  of  the  common  stock,  each  of  the  par  value  of  ^100  and 
$500,000  of  bonds  of  the  Pennsylvania  Coal  and  Coke  Company  (p.  4634) ;  so 
that  at  the  present  time  the  New  York  Central  and  Hudson  River  Railroad  Com- 
pany is  the  owner  of  $500,000  of  the  preferred  stock,  $500,000  of  the  common 
stock,  and  $500,000  of  bonds  of  the  Pennsylvania  Coal  and  Coke  Company,  or  a 
fraction  less  than  one-eighth  of  its  capital  stock  and  one-fifteenth  or  one-six- 
teenth of  its  bonded  indebtedness  (p.  4649). 

The  lands  owned  by  the  Pennsylvania  Coal  and  Coke  Company  on  the  Penn- 
sylvania division  of  the  New  York  Central  and  Hudson  River  Railroad  Com- 
pany were  secured  by  the  acquisition  of  the  Beech  Creek  Coal  and  Coke  Com- 
pany, and  comprise  about  26,000  acres  of  coal  lands  in  fee,  3,000  acres  under 
lease,  and  about  21  mines  in  operation  (p.  4652),  and  the  Pennsylvania  Coal 
and  Coke  Company,  through  its  purchase  of  the  Beech  Creek  Coal  and  Coke 
Company  stock,  acquired  thirty-nine  fiftieths  of  the  capital  stock  of  the  North 
River  Coal  and  Wharf  Company  (p.  4654),  a  company  organized  about  July, 
1901  (p.  4692),  and  controlling  a  tidewater  delivery  point  of  the  Central  Rail- 
road of  New  Jersey,  for  coal  originating  on  the  line  of  the  New  York  Central 
and  Hudson  River  Railroad  (p.  4692). 

The  New  York  Central  and  Hudson  River  Railroad  Company  is  also  the 
owner  by  purchase  of  52  per  cent  of  the  capital  stock  of  the  West  Branch  Coal 
Company,  a  corporation  organized  under  the  laws  of  the  State  of  Pennsylvania 
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(p.  4500),  with  a  capital  stock  of  $50,000  (p.  4517).  This  is  a  small  company 
and  mines  its  coal  under  a  lease,  and  is  operated  and  its  output  marketed  by 
the  Clearfield  Bituminous  Coal  Corporation. 

The  New  York  Central  and  Hudson  River  Railroad  Company  is  also  the 
owner  of  the  entire  capital  stock  of  the  Gallitzin  Coal  Company,  which  company 
Is  dormant  (p.  4504)  and  is  not  operating.  This  stock  was  secured  under  an 
agreement  between  the  New  York  Central  and  Hudson  River  Railroad  Com- 
pany and  the  Webster  Coal  and  Coke  Company  (p.  4502).  The  capital  stock 
of  said  company  is  $50,000  (p.  4504). 

The  foregoing  covers  the  interests,  so  far  as  shown  in  the  record,  of  the  New 
Tork  Central  and  Hudson  River  Railroad  Company  in  coal  properties  or  lands 
by  stock  ownership  in  corporations  owning  or  controlling  such  properties. 

,     BUPPALO  AND  SUBQITEHANNA  BAILBOAD  COMPANY. 

The  Buffalo  and  Susquehanna  Railroad  Company  extends  for  a  distance  of 
about  350  miles  through  the  northern  central  part  of  Pennsylvania,  about  40 
miles  of  its  line  passing  through  coal  properties  (p.  6827).  The  following- 
named  coal  mining  plants  are  located  on  the  line  of  this  road :  Buffalo  and  Sus- 
quehanna Coal  and  Coke  Company,  Powhatan  Coal  and  Coke  Company,  and  the 
Northwestern  Mining  and  Exchange  Company. 

The  outstanding  capital  stock  of  the  Buffalo  and  Susquehanna  Coal  and  Coke 
Company  amounts  to  $1,140,000  (p.  6298-B)  divided  into  22,800  shares  of  $50 
each,  all  owned  by  the  Buffalo  and  Susquehanna  Railroad  Company,  with  the 
exception  of  7  shares  standing  in  the  names  of  seven  different  persons,  for  the 
Purpose  of  qualifying  them  as  directors  (p.  6298-B).  On  the  line  of  the  said 
road  is  situate  also  the  Buffalo  and  Susquehanna  Coal  Mining  Company,  a  cor- 
poration recently  formed  for  the  purpose  of  operating  properties  owned  by  the 
Buffalo  and  Susquehanna  Coal  and  Coke  Company  (p.  6298-C).  The  capital 
stock  of  the  "Coal  Mining  Company"  is  $10,000,  being  issued  to  individuals, 
and  all  said  certificates  except  those  representing  a  sufficient  number  of  shares 
to  qualify  the  directors,  are  indorsed  in  blank  and  are  owned  by  and  held  in 
the  treasury  of  the  Buffalo  and  Susquehanna  Railroad  Company  (p.  6298-D). 

The  capital  stock  of  the  Powhatan  Coal  and  Coke  Company  amounts  to 
5X00,000,  of  which  the  Buffalo  and  Susquehanna  Railroad  Company  is  the 
:>wner  of  $98,600,  the  remaining  shares  being  held  by  persons  to  qualify  them 
is  directors  (p.  6298-B). 

The  Buffalo  and  Susquehanna  Railroad  Company  does  not  own  any  of  the 
capital  stock  of  the  Northwestern  Mining  and  Exchange  Company,  which  is 
operating  a  plant  at  West  Liberty,  Pa.,  on  the  line  of  said  road  (p.  6298-A). 
The  capital  stock  of  this  company  is  owned  by  the  Erie  Railroad  Company 
<p.  6294). 

There  is  a  large  body  of  coal  land  owned  by  persons  other  than  the  railroad 
company  or  its  subsidiary  companies,  which  remains  undeveloped  and  upon 
"Which  there  are  no  mining  operations  (pp.  6294-6295). 

The  foregoing  covers  the  interest  of  the  Buffalo  and  Susquehanna  Railroad 
CJompany  in  coal  lands  or  coal  properties  through  stock  ownership  in  other 
corporations. 

BUFFALO,   ROCHESTER  AND  PITTSBURG  RAILWAY   COMPANY. 

The  Buffalo,  Rochester  and  Pittsburg  Railway  C^^mpany  owns  or  controls 
and  operates  552.89  miles  of  road  (Cramp,  Mitchell  &  Serrill's  Manual  of  Sta- 
tistics, 1905,  p.  55),  and  while  the  coal  territory  served  is  not  large,  the  total 
tonnage  produced  annually  is  about  7,0(X),000  tons  (p.  1621). 

The  railway  company  is  the  owner  of  $3,999,500  of  the  capital  stock  of  the 
Rochester  and  Pittsburg  Coal  and  Iron  Company,  which  is  capitalized  at 
$4,0(X),000  (p.  1684),  and  the  latter  company  is  the  owner  of  all  the  common 
stock  ($1,500,000)  and  $300,000  out  of  $1,500,000  of  the  preferred  stock  of  the 
Jefferson  and  Clearfield  Coal  and  Iron  Company  (Cramp,  Mitchell  &i  Serrill's 
Manual  of  Statistics,  p.  549).  The  evidence  does  not  disclose  the  amount  of 
coal  lands  owned  or  leased  by  the  two  above-named  companies,  but  as  indicative 
of  the  extent  of  these  operations  and  the  amount  of  coal  mined  thereat  it  was 
testified  by  Mr.  W.  T.  Noonan,  general  superintendent,  that  during  the  month 
of  March,  1906,  an  average  month,  out  of  a  total  movement  of  18,418  cars  of 
bituminous  coal  originating  upon  this  road,  the  Rochester  and  Pittsburg  CJoal 
and  Iron  Company  produced  10,860  cars  and  the  Jefferson  and  Clearfield  Coal 
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and  Iron  Company  produced  3,754  caWf,  which  proportion  faitly  represents 
the  division  of  the  business'  between  these*  two  companies  and  otror  operators 
on  the  line  of  this  road  (pp.  1657,  1680) w 

The  foregoing  covers  ail  the  intereiit,  so  far  as  shown  in  the  recoWt,  of  the 
Buffalo,  Rochester  and  Pittsburg  Railway  CJompany  in  coal  properti^  by  stoek 
ownership  In  corporation  owning  or  controlling  such  properties. 

PITTSBfUBG,   SrfAWMXTT  ANO  IfOBTHBRN   BAILSOAD  COMPANY. 

Olie  Pittsburg,  Sliamut  and  Northern  Railroad  Company  is  a  corporation 
formed  under  the  laws  of  New  Yo^k  atid  Pfennsyhratiia  August  1,  1899,  and 
was  a  consolidation  of  several  smaller  roads,  and  the  company  owns  or  controls 
209  miles  of  railroad,  from  Whalen,  N.  Y.,  on  the  Delaware,  Lackawanna  and 
Western  Railroad,  to  the  Elk  County  (Pa.)  coal  fields  (p.  4878)  (see  Cramp, 
Mitchell  &  Serrill's  Manual  of  Statistics,  1905,  p.  259).  This  railroad  company 
owns  the  capital  stock  of  the  Kersey  Mining  Company,  which  in  turn  owns 
about  15,000  acres  of  coal  land.  It  also  owns  the  capital  stock  of  the  ^awmut 
Mining  Company,  which  owns  about  13,800  acres  of  coal  land  (p.  4878)  (see 
Cramp,  Mitchell  &  Serrill's  Manual  of  Statistics,  1905,  p.  259),  and  in  addition 
the  railroad  company  owns  coal  lands  in  Jefferson  County,  but  there  are  no 
mines  in  operation  on  said  lands,  the  railroad,  although  under  construction,  not 
having  been  completed  thereto. 

The  Pittsburg,  ghawmut  and  Northern  Railroad  Company  carries  a  small 
amount  of  anthracite  coal  from  the  Erie  Railroad  to  the  Pennsylvania  Railroad 
and  the  Delaware,  Lackawana  and  Western  Railroad  (p.  4882). 

There  is  a  large  amount  of  coal  land  along  the  line  of  this  railroad  whldh  is 
owned  by  persons  independent  of  the  railroad  company  (p.  4882),  but  so  far 
as  the  record  shows  there  seems  to  have  been  no  disposition  on  the  part  of  the 
ownfers  to  develop  said  lands  (pp.  4882-4883). 

ERIE   BAILROAn    COMPANY. 

The  Erie  Railroad  Company  owns  the  stock  of  two  bituminous  coal  corpora- 
tions— the  Northwest  Mining  and  Exchange  Company  and  the  Blossburg  Coal 
Company.  These  comprise  its  entire  soft-coal  property.  Their  output  is  almost 
entirely  for  its  own  supply  of  coal. 

(6)  Whether  any  Common  Cabbier  by  RailboaD,  Subject  to  the  Interstate 
Commerce  Act,  in  any  Manneb  Own,  Contbol,  ob  have  any  Intebest  in 
Coal  Lands  ob  Pbopebties. 

We  take  this  inquiry  to  be  whether  any  of  the  carriers  subject  to  the  inter- 
state commerce  act  oi^n  directly  or  have  an  interest  directly  in  coal  lands  or 
properties.  Up  to  this  point  we  have  set  forth  the  ownership  by  common  car- 
riers or  their  interests  in  coal  properties  by  means  of  stock  ownership  in  other 
corporations.  We  will  now  take  up  the  direct  ownership  or  interest  in  coal 
lands  or  properties. 

NORFOLK  AND   WESTERN   RAILWAY  COMPANY. 

The  record  shows  that  the  Norfolk  and  Western  Railway  Company  does  not 
own,  control,  or  have  any  interest  in  coal  lands  or  properties  other  than  through 
their  stock  ownership  in  the  Pocahontas  Coal  and  Coke  Company  (p.  2387). 

CHESAPEAKE  AND  OHIO   RAILWAY  COMPANY. 

It  would  appear  from  the  evidence  that  the  Chesapeake  and  Ohio  Railway 
Company  owns  about  28,000  acres  of  coal  land  (p.  4364). 

The  railway  company  made  a  contract  with  the  Western  Pocahontas  Coal 
and  Lumber  Company  for  the  extension  of  its  road  to  the  property  owned  by 
the  coal  and  lumber  company,  and  for  some  reason  the  road  was  not  built  The 
property  of  the  Western  Pocahontas  Coal  and  Lumber  Company  was  closed  out 
by  foreclosure,  and  In  order  to  save  itself  under  its  contract  the  lands,  amount- 
ing to  some  28,000  acres,  were  purchased  by  the  Chesapeake  and  Ohio  Railway 
Company,  but  its  tracks  do  not  at  present  reach  this  property,  and  no  mining 
is  conducted  upon  it  (pp.  4363-4365).  This  would  appear  to  be  all  the  coal 
lands  or  properties  which  the  Chesapeake  and  Ohio  Railway  Company  owns  or 
controls,  or  in  which  it  has  any  interest. 
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WVST39B2T   MABTLAND  RAILBQAO  COMPANY. 

Outside  oi  its  interest,  bj.  reason  of  stock  own«*ship  above  re^rred  to,  the 
eyidence  does  not  disclose  that  the  Western  Maryland  Railroad  0<Mnpany  owns 
directly  any  coal  ^rop^tles  or  coal  lands. 

WBST  YIBGINIA  CENTRAL  AND  PITTSBUBG  RAILWAY  COMPANY. 

It  appears  in  the  record  that  this  company  owns  directly  a  very  large  amount 
of  coal  lands. 

BALTIMOBE  AND  OHIO  BAILBOAD  COMPANY. 

It  appears  from  the  record  that  the  Baltimore  and  Ohio  Railroad  Company 
has  no  interest  in  any  coal  lands  upon  which  coal  is  being  mined,  except  through 
its  stock  ownership  in  the  Consolidation  Coal  Company  heretofore  referred  to, 
but  it  does  appear,  however,  that  this  railroad  company  has  an  interest  in  a 
large  acreage  of  coal  lands  in  West  Virginia  which  were  bought  for  the  West 
Virginia  and  Pittsburg  Railway  Company  (p.  2177),  and  that  these  lands  are 
situate  in  what  is  known  as  the  Gauley  Country  of  West  Virginia  (pp.  2178- 
2179),  but  whether  such  lands  are  held  directly  by  the  Baltimore  and  Ohio 
Railway  Company  or  by  means  of  stock  ownership  in  the  West  Virginia  and 
Pittsburg  Railway  Company  the  record  does  not  disclose. 

PENNSYLVANIA  RAILROAD   COMPANY. 

The  Pennsylvania  Railroad  Company  has  no  interest  in  coal  lands  or  prop- 
erties, except  by  stock  ownership  in  other  corporations,  as  hereinbefore  set 
forth  (p.  5306). 

NEW  Y0*K   CENTRAL   AND   HUDSON   RIVER   RAILROAD   COMPANY. 

The  evidence  shows  that  the  New  York  Central  and  Hudson  River  Railroad 
CcMnpany  has  no  interest  in  coal  lands  or  properties,  except  by  stock  ownership 
^a  other  corporations,  as  hereinbefore  set  forth  (p.  4508). 

THE  BUFFALO   AND    SUSQUEHANNA   RAILROAD   COMPANY. 

The  evidence  shows  that  the  Buffalo  and  Susquehanna  Railroad  Company  has 
^*iterest  in  coal  lands  or  properties,  except  by  stock  ownership  in  other  corpora- 
tions, as  hereinbefore  set  forth  (p.  6298-A). 

BUFFALO,  ROCHESTER  AND  PITTSBURG  RAILWAY  COMPANY. 

The  evidence  shows  that  the  Buffalo,  Rochester  and  Pittsburg  Railway  Corn- 
has  no  interest  in  coal  lands  or  properties,  except  by  stock  ownership  in 
^^"toer  corporations,  as  hereinbefore  set  forth  (p.  1693). 

PITTSBUBG,  SHAWMUT  AND  NOBTHEBN  BAILBOAD  COMPANY. 

The  evidence  shows  that  the  Pittsburg,  Shawmut  and  Northern  Railroad 
5^^^mpany  has  no  interest  in  coal  lands  or  properties,  except  by  stock  ownership 
*       other  corporations,  as  hereinbefore  set  forth  (p.  4878). 

ECOND.   WHETHEB  THE  OFFICERS  OF  ANY  OF  THE  CARRIER  COMPANIES  AFORESAID, 

OB  ANY  OF  Them,  or  any  Person  or  Persons  Charged  with  the  Duty  of 
Distributing  Cars  or  Furnishing  Facilities  to  Shippers  are  Interested, 
Either  Dibectly  ob  Indibectly,  by  Means  of  Stock  Ownebship  ob  Other- 
wise, IN  COBPOBATIONS  OB  COMPANIES  OWNING,  OpEBATING,  LEASING,  OB  OTHER- 
WISE Intebested  in  any  Coal  Mines,  Coal  Properties,  or  Coal  Tbaffic,  Oil, 
Oil  Pbopebties,  ob  Oil  Tbaffic  oveb  the  Railboads  with  which  They  ob 
ANY  OF  Them  abe  Connected  ob  by  which  They  or  any  of  Them  are 

E3MPLOYED. 

This  part  of  the  resolution  of  Congress  relating  solely  to  stock  ownership  in 
tjoal  or  oil  companies  by  officers  or  employees  of  carriers  was  during  the  investi- 
gation called  to  the  attention  of  every  witness  called,  who  was  within  the  terms 
of  the  resolution,  and  below  will  be  found  the  result  of  our  inquiry  on  this 
subject. 
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NORFOLK  AND  WESTERN  RAILWAY  COMPANY. 

So  far  as  the  evidence  or  the  investigation  of  the  commission  goes  it  would 
appear  that  the  settled  policy  of  the  Norfolk  and  Western  Railway  Company 
is  and  has  been  that  its  oflScers  and  employees  are  not  i)ermitted  to  be  interested 
in  coal  mines  or  coal  properties  along  its  line  by  stock  ownership  or  otherwise. 
Mr.  T.  D.  Hobart,  coal  and  coke  freight  agent,  says  that  it  has  been  the  fixed 
policy  of  the  management  of  the  Norfolk  and  Western  Railway  Company  that 
no  ofllcer  connected  with  it  shouldiown  stock  in  coal  companies,  and  that  he  had 
heard  this  from  the  president  of  the  road  (p.  1214).  So  far  as  the  evidence 
shows,  there  is  nothing  to  indicate  that  oflScers  of  the  Norfolk  and  Western 
Railway  Company  own  stock  in  coal  companies,  or  are  otherwise  interested  in 
coal  companies  or  coal  properties. 

CHESAPEAKE  AND  OHIO  RAILWAY  COMPANY. 

The  investigation  of  the  commission  failed  to  develop  that  officers  or  em- 
ployees of  this  company  are  interested,  either  directly  or  indirectly,  by  stock 
ownership  or  otherwise,  in  coal  mines  or  coal  properties  on  the  lines  of  the 
Chesapeake  and  Ohio  Railway.  One  officer  of  the  Chesai)eake  and  Ohio  Railway 
Company  states  that  he  has  an  interest  in  five  or  six  thousand  acres  of  cosJ 
lands  in  Kentucky,  about  30  miles  from  the  line  of  the  Chesapeake  and  Ohio 
Railway,  and  that  there  is  no  coal  operation  on  the  land  (pp.  2332-2333). 

WESTERN   MARYLAND   RAILROAD   COMPANY. 

The  only  evidence  showing  that  an  officer  or  employee  of  the  Western  Mary-, 
land  Railroad  Company  has  any  interest,  by  stock  ownership  or  otherwise, 
direct  or  indirect,  in  any  coal  companies  or  coal  properties  along  or  upon  the 
line  of  said  road  is  the  statement  of  one  officer  on  the  West  Virginia  division 
(p.  6262),  that  he  owned  five  shares  of  the  capital  ^ock  of  the  Abralianis 
Creek  Coal  and  Coke  Company,  of  the  par  value  of  $100  each,  which  he  had 
purchased  from  the  president  of  the  coal  company,  who  was  formerly  an  officer 
of  the  West  Virginia  Central  and  Pittsburg  Railway  Company. 

PENNSYLVANIA    RAILROAD    COMPANY. 

From  the  evidence  it  appears  that  ownership  of  stock  in  coal  companies  by 
officials  and  employees  has  created  a  serious  and  dangerous  condition  on  the 
lines  of  the  Pennsylvania  Railroad  Company. 

These  officials  and  employees  may  be  divided  into  three  distinct  classes,  as 
follows,  to  wit: 

1.  Officers  and  employees  who  by  investment  of  their  earnings  or  surplus* 
money  have  acquired  interest  in  coal  properties  or  stock  in  coal  companies  by 
purchase,  paying  therefor  at  the  time  the  full  money  value  of  the  property  or 
stock  purchased. 

2.  Officers  or  employees  who,  joining  with  others  holding  options  on  or  the 
title  to  coal  properties,  acquired  interests  therein  or  stock  of  coal  companies 
by  promoting  or  allowing  the  use  of  their  names  as  promoters  of  such  com- 
panies, thereby  acquiring  stock  at  little  or  no  cost  to  themselves.  Sometimes 
these  officers  or  employees  executed  obligations  to  r.ay  money,  which  obligations 
were  temporarily  used  for  the  purposes  of  promotion  with  a  very  remote 
liability  to  pay  the  money  evidenced  by  the  note  or  other  security  given.  Occa- 
sionally small  amounts,  such  as  10  per  cent,  were  paid  by  the  i)ersons  promoting 
the  companies  and  thereafter  large  amounts  of  full-paid  stock  in  the  coal  com- 
panies were  issued  to  the  promoters  or  persons  forming  a  "  syndicate,"  the 
details  of  the  operations  of  which  will  be  set  forth  hereinafter  more  in  detail. 

3.  Officers  and  employees  to  whom  stock  in  coal  companies  was  given  out- 
right by  promoters,  whose  views  seemed  to  be  that  it  would  be  useful  to  the 
company  to  have  such  officers  and  employees  interested  with  them. 

Referring  to  the  first  class  of  officials  and  employees  above  mentioned  on  the 
Pennsylvania  Railroad  (and  the  same  would  appear  to  be  true  as  to  certain  of 
the  officers  and  employees  on  the  Baltimore  and  Ohio  Railroad,  from  the  evi- 
dence of  Mr.  Hugh  L.  Bond,  jr.),  the  explanation  as  to  how  such  officers  and 
employees  happened  to  invest  their  earnings  or  surplus  money  in  coal  lands  or 
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coal  stocks  along  the  line  of  the  road,  is  given  by  Mr.  John  P.  Green,  first  vice- 
president  of  the  Pennsylvania  Railroad  Company,  as  follows  (p.  3950)  : 

Mr.  J.  Edgar  Thomson,  a  former  president  of  the  road,  "  said  to  the  gentlemen 

in  the  employ  of  our  company,  there  is  no  reason  at  all  why  you  should  not  put 

yonr  money  into  the  development  of  coal  lands  on  the  lines  of  the  Pennsylvania 

Bailroad,  because  that  is  what  the  Pennsylvania  Railroad  is  built  for  " ;  and 

Mr.  Green  further  states  that  the  policy  of  the  company  at  that  time  (1874)  was, 

that  if  oflScers  or  employees  had  surplus  money  they  should  be  encouraged  to 

invest  it  along  the  lines  of  the  Pennsylvania  Railroad,  and  Mr.  William  A. 

Patton,  assistant  to  the  president  (p.  3879),  states  the  policy  of  the  company 

twenty-flve  years  ago  in  practically  this  same  language,  and  intimates  that  there 

is  no  change  in  the  attitude  of  officers  of  the  railroad  company  toward  this 

practice  or  policy,  although  at  the  present  time  conditions  have  changed. 

Willie  this  policy  of  permitting  officers  and  employees  of  railroad  companies 
to  hold  investments  in  coal  companies  furnishing  traffic  to  the  railroad,  so  far 
as  there  is  a  bona  fide  investment  on  the  part  of  such  officers  and  employees, 
does  not  necessarily  prevent  the  honest  discharge  of  their  duties,  still  the  com- 
mission is  of  opinion  that  this  is  a  mistaken  policy  under  present  conditions, 
and  often,  In  fact,  is  responsible  for  favoritism,  and  in  any  event  it  subjects  the 
oflicers  and  employees  to  criticism  and  suspicion  on  the  part  of  those  owning 
coal  companies  in  which  no  officers  or  employees  of  railroad  companies  are 
interested;  and  with  due  regard  to  the  vested  property  interests  of  the  officers 
and  employees  who  have  so  invested  their  estate,  this  policy  should  be  speedily 
changed  and  the  practices  thereunder  should  hereafter  be  forbidden. 

As  to  the  second  class  above  Indicated,  where  the  officers  and  employees  by 
promoting  coal  companies,  and  without  any  substantial  investment  acquired 
large  stock  holdings  in  such  companies,  the  commission  finds  that  this  system 
was  used  to  a  large  extent  by  persons  outside  of  officers  and  employees  of  the 
railroad  for  the  purpose  of  advancing  their  own  interest  and  enlarging  the 
shipments  from  coal  properties  which  they  were  operating,  the  purpose  being,  at 
least  from  thetr  point  of  view,  to  secure,  by  means  of  this  Influence  of  railroad 
officers  and  employees,  brought  about  by  their  interest  in  the  stock  of  the  com- 
panies, an  undue  and  unji^st  advantage  over  companies  who  had  no  such 
affiliations. 

This  method  of  securing  officers  and  employees  of  the  Pennsylvania  Railroad 
Company  as  stockholders  of  coal  companies  seems  to  have  rapidly  progressed 
on  the  line  of  the  Pennsylvania  Railroad,  and  a  number  of  officers  and  em- 
ployees, from  the  very  responsible  positions  on  the  road  down  to  the  local  car 
^strlbutor  and  chief  clerks  of  dlvlsion^superintendents,  adopted  this  method 
of  securing  stocks  (p.  4212),  and  under  this  policy  the  officers  and  employees 
^ere  not  following  the  suggestion  as  to  investment  of  their  money  in  coal  prop- 
^ty,  above  referred  to,  but  acquired  stocks  in  coal  companies  as  promoters 
^t  syndicates;  In  some  cases  by  hardly  any  payment  at  all,  and  In  others  by 
<>titright  gifts  of  stock,  and  in  fact  some  of  the  employees  appear  to  have  re- 
^^ived  gifts  of  money  and  checks  from  such  coal  companies,  and  in  one  case 
^t   appeared  that  one  superintendent  had  received  as  much  as  $5,000  in  cash 
^I'om  one  company  which  was  being  organized  (pp.  3059,  3237.  3601,  3942,  4017, 
^T6i5,  5025). 

The  instances  where  money  presents  and  checks  were  received  by  officers  and 
^Xnployees  from  coal  companies  are  not  numerous,  so  far  as  the  evidence  shows, 
•^Vit  taken  with  the  list  of  the  holdings  of  officers  and  employees  in  coal  com- 
^^nies,  by  gifts  of  stock  or  stock  acquired  by  promotion  for  which  little  or  no 
^^*^oney  was  paid,  the  Indications  are  that  a  system  has  grown  up  on  the  Penn- 
sylvania Railroad  of  abuses  in  this  line  which  create  suspicion  of  Its  manage- 
lent  by  those  who  have  no  association  with  officers  and  employees  of  the  rall- 
■^ad.  As  to  the  existence  of  this  system,  great  surprise  has  been  expressed  by 
)me  of  the  general  officers  of  the  company.  It  Is  a  system,  however,  which 
^^lould  be  eradicated  In  the  Interest  of  the  coal  operators  who  have  no  associa- 
tion with  the  officers  or  employees,  and  also  In  the  interest  of  the  good  name 
^^1  the  officers  and  employees  of  the  railroad  company. 

The  method  adopted  in  organizing  a  coal  company  by  "  syndicate  arrange- 
^^^ent,"  above  referred  to,  and  the  acquisition  of  stock  therein  by  railroad  officers 
^^r  employees  Is  as  follows : 

^^  A  person  desiring  to  form  a  coal  company  and  open  a  mine  on  the  line  of  the 

^r»ennsylvanla  Railroad  would  first  obtain  options  upon  certain  coal  lands  to  be 

developed  and  would  form  a  syndicate  among  his  friends,  which  Included  such 

^ifficers  or  employees  of  the  Pennsylvania  Railroad  as  In  the  judgment  of  the 
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mau  forming  the  syndicate  would  best  promote  the  interestfi  of  the  coiiii»aB| 
when  formed.  The  motives  of  the  officer  or  employee  in  going  into  these  sjcndt 
cate  promotions  may  have  been  without  conscious  wrong,  but  it  was  made  per- 
fectly clear  by  the  evidence  that  the  purpose  of  persons-  outside  of  the  exagkff 
of  the  railroad  in  taking  in  officers  and  employees  of  the  railroad  coiiH)any  was 
that  by  their  influence  or  the  association  they  hoped  to  get  some  advantage  Ui 
their  particular  operation  over  other  less  fortunate  competitors  (p.  3Q26). 

In  some  instances  in  the  formation  of  such  a  syndicate  for  promotion  of  a 
coal  company  a  small  amount  of  cash,  usually  not  over  10  per  cent  of  the  cost 
of  the  property,  and  in  other  cases  nothing,  would  be  paid  in  by  members  of  tiie 
syndicate,  and  after  the  options  were  acquired  a  corporation  would  be  organiied 
which  would  take  title  to  the  coal  land  under  option  and  issue  bonds  secured  by 
first  mortgage  upon  the  property  acquired  for  a  sufficient  amount,  not  only  to 
pay  for  the  land,  but  also  to  provide  the  money  necessary  to  develop  the  same, 
and,  in  addition,  such  amount  of  stock  in  the  coal  company  would  be  issued  to  tiie 
promoters  as  they  might  determine.  These  bonds  would  then  be  sold  to  pro- 
vide capital  to  pay  for  the  property  and  for  the  operation  of  the  company,  and 
the  stock  of  the  company  would  be  divided  among  the  original  syndicate^  in- 
cluding such  railroad  officers  or  employees  as  may  have  been  invited  to  come 
in  and  whose  influence  the  original  promoters  may  have  desired  to  secure,  and 
the  stock  would  thus  be  acquired,  in  some  instances,  at  10  per  cent  of  the  option 
price  of  the  land,  and  in  other  oases  without  any  expenditure  at  all. 

Some  of  the  witnesses  who  testified  to  this  method  of  organization  of  coal 
companies  strenuously  contended  that  this  was  a  perfectly  proper  transactkm; 
that  the  railroad  officials  thus  participating  in  the  promotion  took  the  ri^  of 
loss  and  received  the  same  treatment  and  allotment  of  securities  as  those  who 
were  not  railroad  officers  or  employeea 

The  commission  can  not  approve  of  this  view  of  the  situation,  for  while  tiM 
railroad  officer  or  employee  may  not  have  been  conscious  that  they  were  bdng 
put  in  an  improper  light  or  position,  still  it  was  perfectly  evident  from  the 
evidence  that  those  who  secured  the  association  of  such  railroad  oflficers  or 
employees  did  so  for  the  purpose  of  gaining  an  influence  for  their  enterprise 
to  which  they  were  not  entitled,  and  which  put  such  officers  and  employees  in  a 
position  to  be  criticized.  This  policy  and  practice  should  be  abolished,  as  it 
brings  discredit  upon  the  management  and  is  responsible  for  serious  and  grave 
injury  to  persons  conducting  a  perfectly  proper,  legitimate,  and  independent 
business  in  coal  mining  without  any  associations  with  officers  and  employees  of 
railroads.  It  is  a  significant  fact  that,  so  far  as  the  evidence  goes,  those  com- 
panies organized  as  above  indicated,  and  which  have  railroad  oflficers  or  em- 
ployees as  stockholders,  seem  to  have  prospered  much  more  than  their  com- 
petitors who  had  no  such  associations. 

As  to  the  third  class  of  officers  and  employees  above  mentioned,  to  whom 
stock  in  coal  companies  was  given  outright  without  subterfuge  or  even  the  pre- 
tense of  purchase,  the  commission  finds  that  the  evidence  indicates  that  this 
system  of  interesting  officers  or  employees  in  particular  coal  companies  was  very 
frequently  resorted  to,  and  that  the  managers  of  the  coal  companies  usually 
selected  the  officers  and  employees  whose  influence  it  was  thought  desirable  to 
secure.  This  method  of  interesting  officers  and  employees  is  illustrated  by  sev- 
eral witness(*s  who  testified.  For  instance,  Mr.  John  Lloyd  (p.  4184),  when 
asked  as  to  a  gift  by  him  of  $25,000  worth  of  stock  in  a  coal  company  to  a  super- 
intendent of  the  Pennsylvania  Railroad,  stated  that  he  had  made  such  a  gtft 
and  the  following  occurred : 

"Mr.  Glasgow.  It  was  because  he  was  in  the  employ  of  the  Pennsylvania 
Railroad  Company,  and  you  thought  it  would  be  to  the  interest  of  the  company 
to  have  him  associated  in  the  company? 

"  Mr.  ij.oYi).  I  thought  it  was  a  good  business  move. 

"  ^[r.  Glasgow.  And  that  was  the  moving  sentiment  which  actuated  you  to 
give  it  to  the  other  nienV  You  thought  it  would  be  a  good  business  thing  for 
the  company  to  have  the  officers  of  the  Pennsylvania  Railroad  Company  to 
the  extent  yon  have  named  associated  in  the  management  of  this  company — 
that  is  true,  isn't  it? 

"Mr.  TxoYD.  I  did." 

And  with  reference  to  a  gift  of  .'lOO  shares  of  stock  to  another  division  superin- 
tendent of  the  Pennsylvania  Railroad,  Mr.  John  M.  Jamison  states  that  the 
division  sniKnMntendent  returned  the  stock  and  said  that  he  wished  money  in 
the  place  of  it,  and  that  he  bought  the  stock  himself  for  $5,000,  which  was 
sent  to  the  ofiicer  of  the  Peimsylvania  Railroad  mentioned.     Mr.  Jamison  said 
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bat  be  was  ad^^ed^  by  his  associate,  Mt.  ^IcGinlej,  that  this  stock  be  giveu  to 
tt^  dtyfi^fon  saperintendent,  and  being  asked  what  excuse  he  had  for  making 
iA^  ^ft,  sa^d  that  he  was  advised  that  this  superintendent  "would  be  a 
is^sful  itaan  to  have  in  the  company"  (p.  3242) ;  and  without  giving  further  in- 
tailcea  or  going  more  into  particualrs,  it  clearly  appeared  to  the  commission 
Aa:t  a  great  deal  of  the  stock  of  coal  companies  had  been  given  away  to  officers 
>r  employees  of  the  Pennsylvania  Railroad  Company  for  the  sole  purpose  of 
Tying  to  get  influence  for  such  coal  companies  to  which  they  were  not  entitled, 
ind  tbe  result  would-  seem  to  indicate  that,  in  certain  instances  at  least,  coal 
^mpanies  that  proceeded  in  this  way  were  abnormally  successful.  Some  of  the 
>IBoers  or  emi^oyeee  of  the  railroad  company  acquired  in  this  way  stocks  which 
aobl  tor  large  suitift  of  money,  and  in  one  instance  an  employee  sold  the  stock 
ivJa^h  was  given  to  him  for  930,000  to  tbe  party  who  gave  it  to  him  (p.  4907). 
Iftihr  practice  has  grown  to  be  a  scandal  on  the  Pennsylvania  Railroad,  and 
lo  one  appearing  l>efore  the  conmnission  attempted  to  justify  it  The  record  is 
to^  of  instances  of  the  character  above  cited,  and  the  commission  did  not  at- 
tempt to  eifhaiut  the  fltid  of  Inquiry,  but  only  pursued  its  inquiry  to  such  an 
Bztent  as  to  establish  what  vrere  the  practices  in  this  line. 

The  commission  can  not  express  their  disapproval  of  practices  of  this  kind 
too  stron^y,  and  Immediate  steps  should  be  taken  to  prevent  any  such  pro- 
cedure in  the  future  and  to  reestablish  public  confidence  in  the  management  of 
the  company  and  clearly  to  demonstrate  the  company's  disapproval  of  such 
method.  There  wero  a  few  cases  developed  where  emi)loyees  of  the  Pennsyl- 
vania Railroad  Company  were  given,  outright,  money  for  the  purpose  of  secur- 
Ingr  their  influence  for  certain  coal  companies.  In  one  case  an  employee  was 
paid  from  3  to  5  cents  per  ton  on  fuel  coal  purchased  from  certain  coal  com- 
panies, and  this  amounted,  during  a  period  of  a  little  over  two  years,  to  $46,000 
(pt  4794).  It  is  proper  to  say,  however,  that  this  employee,  after  the  facts 
w^*e  developed,  was  immediately  discharged. 

The  lines  of  the  Pennsylvania  Railroad  cover  a  tremendous  territory  and  the 
company  employs  a  large  number  of  men,  and  necessarily  irregularities,  unfaith- 
fulness, and  dishonesty  will  creep  into  any  such  large  organization  in  isolated 
cases;  but  the  evidence  produced  before  the  Commission  indicates  that  the 
condition  upon  the  Pennsylvania  Railroad  is  such  that  the  abuses  from  stock 
ownership  by  officers  and  employees  can  soon  be  eradicated  by  strong  action  on 
the  part  of  that  company,  and  that  these  abuses  threaten  the  life  of  every 
company  which  undertakes  to  conduct  an  independent  coal  business  without 
resorting  to  influences  such  as  have  been  indicated  above. 

After  the  investigation  of  the  Commission  had  disclosed  the  condition  exist- 
ing on  the  Pennsylvania  Railroad,  the  board  of  directors  of  the  company  ap- 
pointed a  special  committee  to  consider  the  subject,  which,  on  the  2d  of  July, 
1906,  made  a  report  to  the  board  of  directors,  inter  alia,  as  follows : 

"  It  does  not  need  the  authority  of  either  a  statute  of  the  State  or  a  by-law 
of  the  company,  to  establish  the  principle  that  the  duty  of  an  officer  or  employee 
to  the  railroad  company  which  he  has  undertaken  to  serve,  forbids  him  to  gain 
a  personal  profit  at  the  expense  of  the  railroad  company  by  liis  participafTon 
in  contracts  with  or  sales  to  the  railroad  company;  and  that  that  same  duty 
equally  forbids  an  officer  or  employee  to  unduly  favor  any  customer  to  the  dis- 
advantage of  any  other  customer  of  the  railroad  company ;  or  to  place  himself 
under  such  personal  obligation  to  any  customer  of  the  railroad  company  as 
may  possibly  interfere  with  the  officer's  or  employee's  full  and  faithful  dis- 
charge of  his  plain  duty.  Under  the  conditions  of  to-day  as  they  have  been 
stated,  it  is  essential  that  all  officers  and  employees  should  be  absolutely  free 
to  discharge  their  duties  impartially.  Applying  this  principle  to  the  coal  trade 
as  an  illustration,  the  keen  competition  of  to-day  requires  every  officer  and 
employee  of  the  railroad  company  to  part  with  any  investment  which  he  has  in 
the  shares  of  any  coal-producing  company,  and  also  to  part  with  any  inter^t 
which  he  has  in  or  with  any  firm  or  individual  mining  coal  on  any  of  the 
lines  of  the  Pennsylvania  Railroad  system;  and  every  officer  and  employee 
Should  be  required  to  refrain  from  any  investments  whatsoever  which  may 
possibly  prejudice  or  aflTect  the  interests  of  the  company  or  interfere  with  the 
company's  full  discharge  of  its  duty  to  the  public."— 

And  thereafter,  on  the  5th  of  July,  the  president  of  the  company  issued  an 
executive  order,  as  follows: 

"  All  oflElcers  and  employees  are  required  to  divest  themselves  of  any  interest, 
direct  or  indirect,  that  they  may^  tave  In  stocks  of  any  coal  companies  or 
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firms,  or  with  any  individual  owning  or  operating  mines  located  on  the  P«m- 
sylvania  Railroad  system,  or  dealing  in  coals  produced  therefrom;  and  also 
divest  themselves  of  any  interest,  direct  or  indirect,  they  may  have  in  any 
companies  or  firms,  or  with  any  individuals,  engaged  in  any  other  bnsinefli^ 
where  the  holding  of  such  interest  might  in  any  way  conflict  with  their  duly 
to  the  company  or  the  company's  duty  to  the  public.*' 

This  action  on  the  part  of  the  board  of  directors  and  the  execnttve  of  t3ie 
Pennsylvania  Railroad  Company  is  in  the  right  direction,  and  if  enforced,  should 
relieve  the  unfortunate  condition  heretofore  existing.  It  does  appear,  howeYer 
(p.  3865),  that  three  of  the  presidents  of  the  Pennsylvania  Railroad  Cam^m 
knew  of  the  fact  that  one  of  their  subordinate  ofllcers  held  stocks  in  coal  com- 
panies and  the  way  in  which  the  same  were  acquired,  and  this,  in  the  o^nion 
of  the  commission,  should  have  indicated  to  them  the  advisability  of  consiaerlng 
the  matter  in  the  same  way  that  the  board  of  directors  has  recently  conMered 
it. 

Attention  is  further  called  to  the  fact  that  by  the  executive  order  aboye 
referred  to  the  officers  and  employees  are  required  to  divest  themselves  of  any 
interest,  direct  or  indirect,  in  stocks  of  any  coal  companies,  etc.,  "  where  the 
holding  of  such  interest  might  in  any  way  conflict  with  their  duty  to  the  com- 
pany or  the  company's  duty  to  the  public."  This  qualiflcation  possibly  leaves 
the  solution  of  the  propriety  of  stock  ownership  with  the  officer  and  employee, 
and  the  Commission  thinks  that  the  only  safeguard  is  an  absolute  rule  on  the 
subject,  without  any  qualification.  During  the  investigation  nearly  every  (tfacer 
and  employee  holding  stocks  in  coal  companies — and  in  some  cases  large 
amounts  thereof — was  asked  whether  he  was  connected  with  the  direct  opera- 
tion of  that  part  of  the  railroad  serving  the  coal  region  or  whether  he  was 
connected  with  the  distribution  of  cars  or  the  facilities  in  the  coal  service 
(p.  3830),  and  in  nearly  every  case  such  person  testified  that  he  had  not  been 
infiCuenced  in  any  way  by  his  interest ;  and  even  if  this  were  true,  the  fact  of 
such  interest  or  ownership  had  subjected  his  employer  company  to  unjust  sua- 
picion  and  should  not  be  tolerated. 

BALTIMORE  AND  OHIO  RAILROAD  COMPANY. 

It  appears  from  the  evidence,  so  far  as  the  Commission  deemed  it  necessary 
to  follow  the  inquiry,  that  ten  officials  of  the  Baltimore  and  Ohio  Railroad 
Company  own  an  aggregate  of  7,178  shares  of  the  stock  of  coal  companies,  of 
the  par  value  of  $100  each,  and  that  those  companies  have  their  plants  on  and 
are  doing  business  along  the  lines  of  the  Baltimore  and  Ohio  Railroad,  and  that 
this  stock  was  acquired  in  some  cases  by  purchase,  and  in  others  by  allotment 
as  a  bonus  with  bonds  purchased,  and  in  a  few  instances  by  gift  from  those 
interested  in  the  coal  companies. 

What  has  been  said  on  this  subject  as  to  the  Pennsylvania  Railroad  Company 
applies  equally  to  the  practice  of  acquiring  stock  by  these  methods  on  the  Balti- 
more and  Ohio  Railroad,  by  officers  and  employees,  except  that  the  practice  on 
the.Pennsvlvania  Railroad  seems  to  be  more  widespread  than  upon  the  lines 
of  the  Baltimore  and  Ohio  Railroad,  but  the  same  criticism  applies  to  the  prac- 
tice on  both  roads. 

NEW  YORK  CENTRAL  AND  HUDSON  RIVER  RAILROAD  COMPANY. 

The  evidence  does  not  disclose  the  ownership  by  any  officer  or  employee  of 
stocks  or  bonds  of  corporations  or  companies  owning,  operating,  leasing,  or 
otherwise  interested  in  coal  mines,  coal  properties,  or  coal  traffic  on  the  roads 
of  this  company,  except  that  certain  shares  of  stock  of  the  Beech  Creek  Coal 
and  Coke  Companv,  of  the  Clearfield  Bituminous  Coal  Corporation,  and  under- 
lying companies,  in  which  the  New  York  Central  and  Hudson  River  Railroad 
Company  have  a  stock  interest,  were  issued  in  the  names  of  certain  officers  of 
the  railroad  company  for  the  purpose  of  qualifying  them  as  directors  of  those 
coal  companies,  so  as  to  represent  the  holdings  of  the  railroad  company  in 
those  coal  companies,  which  holdings  have  been  set  forth  heretofore. 

BUFFALO  AND  ST^SQUETIANNA  RAILROAD  COMPANY. 

The  evidence  fails  to  disclose  any  ownership  by  an  officer  or  employee,  either 
directly  or  indirectly,  of  stock  in  any  coal  company  or  coal  properties  along  or 
upon  the  line  of  said  road. 
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BUFFALO,  B00HE8TEB  AND  PITTSBURG  RAILWAY  COMPANY. 

The  evidence  fails  to  disclose  ownership  by  any  officer  -or  employee,  either 
direcUi^or  indirectly,  of  stock  in  any  coal  company  or  coal  properties  along  or 
upon  tip  line  of  this  road,  other  than  the  interests  of  Mr.  A.  C.  Yates,  the  presl^ 
dent,  iifHie  Pittsburg  Gas  Coal  Company  (p.  1695),  and  that  the  Iselin  family 
own  a.:iiniiJority  of  the  stock  of  the  railroad  company  and  also  have  a  control- 
Ifaig  interest  in  the  Cowanshannock  Coal  and  Coke  Company  (p.  165S).  The 
evidence  does  not  disclose  the  amount  of  such  interest  held,  nor  the  way  in 
which  it  was  obtained. 

PITTSBUBO,  SHAWMUT  AND  NORTHERN  RAILWAY  COMPANY. 

The  evidence  fails  to  disclose  any  ownership  by  an  officer  or  employee,  either 
directly  or  indirectly,  of  stock  in  any  coal  company  or  coal  properties  along  or 
upon  the  line  of  said  road. 

Third.  Whether  there  is  any  Contract,  Combination  in  the  Form  op  Trust 
(tt  Otherwise,  or  Conspiracy  in  Restraint  of  Trade  or  Commerce  among 
the  Several  States,  in  which  any  Common  Carrier  Engaged  in  the  Trans- 
portation of  Goal  or  Oil  is  Interested,  or  to  which  it  is  a  Party;  and 
whether  any  such  Common  Carrier  Monopolizes  or  Attempts  to  Monopo- 
lize, OR  Combines  or  Conspires  with  Any  Other  Carrier,  Company  or 
Companies,  Person  or  Persons,  to  Monopolizk  any  Part  of  the  Trade  of 

OOMMERCE  in  COAL  OF  OiL  OR  TRAFFIC  THEREIN  AMONG  THE  SEVERAL  STATES  OR 

with  Foreign  Nations,  and  whether  of  not,  and  if  so,  to  what  Extent, 
SUCH  Garbiers,  or  any  of  them.  Limit  or  Control,  Directly  or  Indirectly, 
THE  Output  of  Goal  Mines  or  the  Price  of  Coal  and  Oil  Fields  or  the 
Price  of  Oil. 

It  will  foe  noted  that  by  the  terms  of  this  paragraph  the  Commission  is  to 
inquire: 

(a)  Whether  there  is  any  contract,  combination  in  the  form  of  trusts,  or 
otherwise,  or  conspiracy  in  restraint  of  trade  or  commerce  in  which  any  common 
carrier  engaged  in  the  transportation  of  coal  or  oil  is  interested,  or  to  which 
It  is  a  party ; 

(ft)  Whether  any  such  common  carrier  monopolizes  or  attempts  to  monopolize, 
or  combines  or  conspires  with  any  other  carrier,  company  or  companies,  person 
or  persons,  to  monopolize  any  part  of  the  trade  or  commerce  in  coal  or  oil  or 
traffic  therein  among  the  several  States  or  with  foreign  nations :  and 

(c)  Whether  such  carriers  or  any  of  them  limit  or  control,  directly  or  in- 
directly, the  output  of  coal  mines  or  the  price  of  coal  and  oil  fields  or  tic  price 

of  oil. 

We  shall  therefore  take  up  this  paragraph  under  the  three  subdivisions  afore- 
said, as  follows: 

(a)  Whether  There  is  Any  Contract,  Combination  in  the  Form  of  Trust  or 
Otherwise,  or  Conspiracy  in  Restraint  of  Trade  or  Commerce  in  Which 
Ajty  Common  Carrier  Engaged  in  the  Transportation  of  Coal  or  Oil  is 
Interested  or  to  Which  It  Is  a  Party. 

From  the  evidence  it  appears  that  prior  to  1895,  on  the  bituminous  coal  carry- 
ing roads,  a  condition  existed,  described  by  Mr.  John  B.  Thayer,  fourth  vice 
president  of  the  Pennsylvania  Railroad  Company  (p.  1784),  as — 

"A  period  of  great  demoralization  in  freight  rates.  The  traffic  system  of  this 
country  was  being  run  by  rebate  power." 

He  further  states  that — 

•*  Every  possible  effort  was  made  by  those  managers  to  devise  some  means, 
some  organizations,  or  some  agreement  within  the  provisions  of  the  law  which 
would  permit  them  to  control  or  regulate  this  discrimination  and  this  disturbed 
state  of  affairs  " 

This  condition  of  demoralization  in  rates  seems  to  have  been  responsible  for 
the  creation,  existence,  or  connection  with  coal  traffic  of  six  associations,  as 
follows : 

The  Associated  Railways  of  Virginia  and  the  Carolinas. 

Tidewater  Bituminous  Steam  Coal  Traffic  Association. 

BSastem  New  York  and  New  England  All-Rail  Bituminous  Coal  Traffic  Asso- 
ciation. 

Bureau  Bituminous  Coal  Statistics,  Buffalo  District 
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Railway  Association  of  Eastern  Ohio  and  Western  Penn^lvania. 

Ohio  Ck>al  Traffic  Association. 

We  shall  taJte  up  these  associations  in  the  order  given  and  difNm^s  iffmm 
far  as  pertinent  to  the  subject  here  presented. 

The  Associated  Railways  of  Virginia  ana  the  CoroNiiat.>~Tlie  da^  4A  Ha 
organization  of  this  association  does  not  appear  in  evldaice. 

The  members  thereof  were  (p.  2498)  the  Atlantic  Ornst  Une  Ballnmd,  the 
Charleston -and  Western  Carolina  Bailway,  the  Seaboard  Air  Line  Railway,  iug4 
the  Southern  Railway;  and,  according  to  the  minutes  of  the  association,  tiie 
meetings  had  at  times  been  attended  by  representatives  of  the  Norfolk  and 
Western  Railway  Company  and  the  Chesapeake  and  Ohio  Railway  Company. 

From  the  minutes  of  this  association,  as  read  into  the  evidence  (p.  2496),  it 
appears  that  a  coal  committee  was  appointed,  and  Mr.  T.  D.  Hobart  testifies 
(p.  2497)  that— 

"  The  idea  was  that  they  wanted  to  have  any  road  which  was  piykjiy  ^yal 
rates  *  *  *  to  those  southern  points  to  have  an  understanding  before  they 
would  reduce  a  rate  to  one  point  on  one  road." 

and  the  suggestion  of  the  appointment  of  a  coal  committee  coiuAstiBig  <»f  .one 
representative  from  each  of  the  roads  was  made  at  a  meetiiJir  on  August  40, 

1905.  This  committee  was  not  to  fix  rates,  but,  before  thete  was.ai^  chamseln 
rates,  to  consult  the  other  roads,  and  it  was  appointed  as  the  resylt  of  the  fol- 
lowing resolution,  which  was  offered  at  the  above  meeting  (p.  2S05)  : 

''  Recommended,  The  organization  of  a  permanent  coal  jcommittee,  /consisting 
of  one  representative  each  from  the  Atlantic  Coast  Line,  Charleston  and  Waflto 
Carolina,  Chesapeake  and  Ohio,  Louisville  and  Nashville,  Norfolk  and  Weetom, 
Seaboard  Air  Line,  Southern,  and  Virginia  and  Southwestern  Bailways*  -VEltli 
Mr.  W.  H.  Fitzgerald  as  chairman ;  the  object  of  this  committee  Jto  he  -the  ^ooii- 
sideration  of  all  questions  affeectlng  bituminous  coal  rates,  both  Jocal  and  com- 
petitive, to  points  in  Associated  Railways'  territory,  including  Wilmington  and 
Charleston." 

This  committee  is  still  in  existence,  and  since  that  time  has  had  two  meetiiVB, 
the  last  being  held  in  New  York  City  on  the  12th  of  October,  3905  (p.  2C07),  at 
which  meeting  Mr.  T.  D.  Hobart  testified  that  recommeuidations  or  resoluii(Hi8 
as  shown  by  the  minutes  **  merely  confirmed  the  old  understanding." 

There  is  a  clenr  conclusion  to  be  drawn  from  the  above  that  there  was  and 
is  an  agreement  among  the  several  railroads  mentioned  not  to  reduce  coal  n^tes 
without  consultation  and,  the  inference  is,  without  the  consent  of  the  saUroad 
companies  represented  on  said  committee. 

THE  TIDEWATER  BITUMINOUS  STEAM   COAL  TRAFFIC  ASSOCIATION. 

This  association  was  organized  in  1896,  and  the  following  railroad  companies 
engaged  in  carrying  bituminous  coal  became  members  on  the  following  dates, 

to  wit: 

The  Pennsylvania  Railroad  Company,  on  the  19th  of  February,  1896; 

The  Beech* Creek  Railroad  Company  (New  York  Central  and  Hudson  River 
Railroad  Company,  lessee),  on  the  27th  of  February,  1896; 

The  Baltimore  and  Ohio  Railroad  Company,  on  the  17th  of  February,  1896; 

The  Chesapeake  and  Ohio  Railway  Company,  on  the  27th  of  February,  1896; 

The  Norfolk  and  Western  Railroad  Company,  on  the  25th  day  of  February, 

1896  * 
The  Philadelphia  and  Reading  Railway  Company  on  the  1st  day  of  Marcb, 

1906,  although  said  company  was  represented  at  meetings  of  the  atssociatlon 
prior  to  that  date. 

This  association  seems  to  have  been  formed  in  pursuance  of  a  joint  meeting 
of  the  traffic  officers  of  the  tidewater  and  all-rail  soft  coal  carrying  soads^  JWd 
in  New  York  on  the  7th  day  of  January,  1896,  at  which  were  present  .representa- 
tives of  the  Pennsylvania  Railroad  Company;  Baltimore  and  X)hlo  JUilroad 
Company ;  Norfolk  and  Western  Railroad  Company ;  Chesapeake  and  Ohio  Rail- 
way Company;  Beech  Creek  Railroad  Company;  Buffalo,  Rochester,  and  Pitts- 
burg Railway  Company;  Erie  Railroad  Company;  Western  New  York  and  Penn- 
sylvania Railway  Company;  Allegheny  Valley  Railway  Company,  and  Fall 
Brook  Railway  Company. 

The  chairman  stated  the  object  of  the  conference  and  the  following  resolution 
was  unanimously  carried: 

"  Resolved,  That  the  lines  here  represented  agree  that  the  New  England 
bituminous  coal  traffic  by  all  rail  and  by  tidewater,  shall  be  divided  on  per- 
centages between  the  all-rail  and  tidewater  associations,  as  follows : 
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"  First  All  tonnage  moving  all  rail  to  or  via  Mechanicsville,  Rotterdam  Junc- 
tion, Albany,  EJast  Albany,  South  Schenectady,  Troy,  Newburgh,  Norwood,  Mas- 
aena  Springs,  Harlem  River,  Maybrook,  Highland,  Campbell  Hall,  and  by  Erie 
Canal  at  and  south  of  Albany ; 

"Second,  (a)  All  tonnage  from  Norfolk,  Newport  News,  Baltimore,  and  Phil- 
adelphia going  to  New  York  Harbor  and  to  points  east  of  Hell  Gate;  (&)  All 
tonnage  delivered  locally  in  New  York  Harbor  or  via  New  York  Harbor ; 

**  Third.  That,^a8  a  basis  for  the  percentage  divisions  above  provided  for,  the 
tamntge  shall  be  taken  for  three  years  ending  March  31,  1904 ; 

"  Fourth.  That  a  p^ialty  of  50  cents  per  gross  ton  shall  be  paid  for  tonnage 
in  excess  of  agreed  percentages,  which  shall  be  divided  by  the  commissioners  of 
the  respective  associations  between  the  roads  over  and  in  deficit  in  proportion 
as  each  road  may  be  over  or  short ; 

"Fifth.  This  agreement  to  take  effect  April  1,  1896,  to  continue  for  one  year, 
and  for  each  year  thereafter,  subject  to  sixty  days*  notice ; 

"Sixth.  That  the  tonnage  figures  submitted  under  this  agreement  shall  be 
sobjeet  to  verification  by  disinterested  accountants,  and  the  statements  of  ton- 
nage shall  be  filed  with  the  commissioners  of  the  respective  associations  by  Feb- 
ruary 1,  prox. 

**0n  motion,  the  chairman  was  directed  to  appoint  a  committee  from  the 
tidewater  representatives  to  confer,  as  to  rates,  with  the  executive  committee 
of  the  13astem  New  York  and  New  England  All-Rail  Bituminous  Coal  Asso- 
ciation at  their  regular  meeting  in  Philadelphia  on  January  15." 

It  will  be  seen  that  this  agreement  was  '*  to  continue  for  one  year,  and  for 
each  year  thereafter,  subject  to  sixty  days'  notice,"  and  it  appears  in  the  evi- 
dttice  that  the  sixty  days*  notice  has  never  been  given  by  any  of  the  roads 
parties  to  this  agreement. 

The  Tidewater  Bituminous  Steam  Coal  Traffic  Association  seems  to  have  been 
Mgai^xed,  and  on  the  5th  day  of  February,  1896,  the  by-laws  of  said  association 
were  adopted  (p.  104)  by  the  Pennsylvania  Railroad  Company,  Beech  Creek 
Railroad  Company  (New  York  Central  and  Hudson  River  Railroad  Company, 
lewee  for  itself  and  connecting  lines),  Baltimore  and  Ohio  Railroad  Company, 
Chesapeake  and  Ohio  Railway  Company,  Norfolk  and  Western  Railway  Com- 
pany; and  the  by-laws,  which  were  in  the  nature  of  an  agreement,  recited 
that— 

"Whereas,  the  bituminous  steam  coal  so  transported  by  the  parties  hereto 
when  destined  for  carriage  by  water  and  delivery  outside  the  capes  of  the 
Delaware  Bay  and  the  capes  of  the  Chesapeake  Bay,  not  including  bunker  coal 
at  Philadelphia,  Baltimore,  and  Hampton  Roads,  but  including  coal  delivered 
locally  on  fioats  in  New  York  Harbor,  is  so  far  sold  in  the  same  markets  as  to 
render  it  necessary  for  the  protection  of  shippers  using  the  lines  of  the  parties 
hereto,  and  the  parties  hereto  as  carriers,  that  the  rates,  rules,  and  regulations 
under  which  such  coal  shall  be  transported  shall  be  the  subject  of  mutual  dis- 
cussion and,  if  possible,  of  mutual  agreement  between  the  parties  hereto  so  that 
such  rates,  rules,  and  regulations  may  be  from  time  to  time  fixed  and  adjusted, 
openly  and  fairly,  and  without  discriminations  against  any  particular  locality 
or  description  of  traffic ;  wherefore  these  by-laws  are  adopted. 

"That  for  the  purpose  of  securing  joint  action  in  matters  relating  to  the 
bitnminous  steam  coal  traffic  above  mentioned,  and  for  the  adjustment  and  set- 
tlemoit  of  all  questions  arising  from  time  to  time  between  the  parties  hereto, 
relative  to  such  traffic,  so  far  as  practicable,  it  is  mutually  understood  and 
agreed  as  follows: 

Then  follows  the  several  paragraphs  to  which  the  parties  agree.  Paragraph 
4  of  said  agreement  is  as  follows  (p.  107)  : 

'*  Whereas,  the  statistics  show  that  the  bituminous  steam  coal  tonnage  em- 
braced herein  will  naturally  divide  itself  as  between  the  several  producing 
regions  and  as  between  the  railroad  lines  parties  hereto,  so  that  the  same  should 
be  transported  over  the  railroad  lines  of  tiiie  parties,  respectively,  in  the  follow- 

^  percentages : 

Per   cent. 

1.  Pennsylvania  Railroad  Company 46.65 

1  Beech  Creek  Railroad  (New  York  Central  and  Hudson 
River  Railroad  Company,  lessee  for  itself  and  connect- 
ing lines) 11- <^ 

3.  Baltimore  and  Ohio  Railroad 11.85 

4.  Chesapeake  and  Ohio  Railway 12.00 

5.  Norfolk  and  Western  Railroad 18.45 
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"  If  any  parties  hereto  shall  not  receive  for  transportation  over  its  lines  an » 
amount  of  said  bituminous  steam  coal  tonnage  equal  to  its  natural  percentage  <rf 
the  whole,  as  above  stated,  then  such  party  shall  be  entitled  to  ask  relief  from 
the  commissioner  and  from  the  committee,  and  the  disparity  between  the  ton- 
nage so  actually  received  by  said  party  for  transportation  and  the  percentage  of 
the  whole  of  such  tonnage  which  it  would  normally  receive,  as  above  stated, 
shall  be  sufficient  evidence  that  the  rates,  rules,  and  regulations  of  the  parties 
with  reference  to  said  bituminous  steam  coal  traffic  are  not  properly  and  just^ 
applied  or  fixed,  or  that  such  rates^  rules,  and  regulations  are  not  openly  and 
fairly  maintained  and  obeyed,  the  commissioner  and  executive  committee  are 
authorized,  and  it  shall  be  their  duty,  to  take  such  steps  as  will  remedy  tbe 
disparity  in  every  such  case." 

Section  9  in  this  agreement  reads  as  follows : 

"■  It  is  further  mutually  understood  and  agreed  that  this  association  shall  take 
effect  April  first,  one  thousand  eight  hundred  and  ninety-six  (1896),  and  con- 
tinue in  force  until  April  first,  one  thousand  eight  hundred  and  ninety-seven 
(1897),  and  thereafter  from  year  to  year  until  some  one  of  the  parties  hereto 
shall  withdraw  from  this  association  by  giving  notice  in  writing  of  its  with- 
drawal at  least  sixty  days  prior  to  April  first  of  any  year." 

It  is  proper  to  say  that  the  notice  of  withdrawal  provided  for  in  section  9 
has  never  been  given  by  any  of  the  parties  thereto. 

The  association  appointed  a  commissioner,  whose  position  was  afterwards 
changed  to  that  of  statistician,  and  whose  duties  (p.  6)  were — 
"gathering  the  tidewater  tonnage  and  making  a  statement  of  it  every  month, 
and  sending  that  statement  to  all  roads  members  of  his  associaion." 

This  statement  sent  by  the  commissioner  originally  showed  what  amount  and 
what  percentage  of  all  the  tidewater  traffic  moved  each  road  member  of  the 
association  was  entitled  to  by  the  agreement  above  mentioned. 

By  the  minutes  of  this  association  It  will  appear  that  from  the  organization 
of  the  association  down  to  November,  1903,  rates  upon  the  railroads  parties 
thereto  were  fixed  by  the  joint  vote  of  all  the  members  of  the  association,  and 
these  rates  as  fixed  by  such  joint  action  could  only  be  departed  from  by  a  mem- 
ber of  the  association  by  violating  his  agreement  (p.  327).  About  November, 
1903,  the  form  of  the  action  by  the  association  on  rates  was  changed,  as  appears 
in  the  minutes  of  the  association,  and  the  phrase  was  adopted  that,  after  con- 
siderable discussion,  each  road  "  Individually  "  advise  that  "  the  rates  on  coal 
effective  thereafter  would  be  as  set  forth,"  but  upon  being  asked  why  the 
change  was  made  In  the  form  of  announcing  the  action  of  the  association,  Mr. 
J.  G.  Searles,  of  the  Pennsylvania  Railroad  Company,  says  (p.  332)  when 
asked — 

"  Q.  Why  did  you  use  '  Individually  *  there? — ^A.  As  I  said  this  morning,  I  can 
not  tell  exactly  why.  I  think  probably  because  the  words  *  agreed'  or  *  re- 
solved '  are  perhaps  not  quite  as  strong — I  mean  *  individually  *  was  not  quite 
as  strong.  However,  the  same  result  was  reached.  I  do  not  see  that  It  would 
make  any  difference  what  word  was  used."  : 

This  association  continued  on  the  same  lines  down  to  the  time  of  this  investi- 
gation. ' 

In  speaking  of  this  association,  Mr.  John  B.  Thayer,  fourth  vice-president  of 
the  Pennsylvania  Railroad  Company,  says  (p.  1788)  : 

"  In  any  event,  we  can  make  the  most  positive  statement  that  that  association. 
so  far  as  the  enforcement  of  percentages  was  concerned,  or  the  restraint  ol 
traffic,  in  that  way  fell  to  the  ground ;  and  It  continued  merely  as  a  statistical 
bureau  In  charge  of  a  man  without  power,  but  one  who  Is  simply  charged  wltl:^ 
the  duty  of  collecting  and  tabulating  these  statistics  and  furnishing  them  to 
the  several  railroads ;  and  so  it  exists  to-day." 

Mr.  C.  S.  Wight,  of  the  Baltimore  and  Ohio  Railroad  Company,  says   (P- 

2009)  :  ^ 

"  We  continued  up  to  the  present  day  simply  as  a  statistical  bureau,  and  sit^ 
ply  as  a  rallying  point  for  conferences  as  to  the  advisability  as  to  what  rat^ 
were  to  be  made  on  tidewater  traffic." 

And  he  further  states  (p.  2012) : 

**  We  consider  It  absolutely  Important  that  we  should  know  what  is  going  c^ 
in  different  sections  of  the  country  as  to  coal  traffic." 

The  commission  finds  that  the  percentages  agreed  upon  as  to  the  traffic  C^ 
be  carried  by  each  road  were  never  enforced  as  contemplated  by  the  by-la^f^ 
of  the-  association,  but  the  minutes  of  the  association  show  clearly  that  thec^ 
has  been  a  joint  agreement  from  the  organization  of  this  association  to  tbe  pre^ 
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ent  time  between  all  of  the  carriers  parties  thereto,  fixing  the  rates  upon  each 
of  the  roads  In  the  transportation  of  bituminous  tidewater  coal,  and  this  finding 
of  the  commission  covers,  in  its  opinion,  the  real  purpose  of  the  continued  life 
of  the  association  after  the  time  at  which  the  other  purposes,  as  set  forth  in  its 
by-laws,  seemed  to  have  been  abandoned. 

THE   EASTEBN    NEW   YORK    AND    NEW    ENGLAND    ALL-RAIL    BITUMINOUS    COAL    TRAFriO 

ASSOCLATION. 

This  association  was  organized  in  1895  (p.  127),  and  the  railroads  members 
thereof  (p.  128)  were  the  New  York  Central  and  Hudson  River  Railroad  Com- 
pany, the  Pennsylvania  Railroad  Company,  the  Erie  Railroad  Company,  and  the 
Buffalo,  Rochester  and  Pittsburgh  Railway  Company,  under  a  contract  which 
was  described  by  Mr.  S.  W.  Passmore,  the  statistician  (whose  title  prior  to 
January  1,  1906,  was  commissioner,  p.  229),  as  the  constitution  (p.  129).  At 
the  time  of  the  organization  the  Western  New  York  and  Pennsylvania  Railway 
CJompany  was  a  member,  as  also  the  Fall  Brook  Railway  Company,  and  the 
Beech  Creek  Railroad  Company,  but  by  the  absorption  of  the  former  by  the 
Pennsylvania  Railroad  Company,  and  of  the  two  latter  by  the  New  York  Cen- 
tral and  Hudson  River  Railroad  Company,  the  membership  was  reduced  to  four 
roads  (p.  128). 

The  by-laws  of  this  association  (pp.  213  et  seq.)  were  adopted  on  the  15th  of 
May,  1895,  and  provide  for  the  appointment  of  an  executive  committee ;  for  the 
meetings  of  said  committee;  who  shall  preside  at  said  meetings;  the  order  of 
business;  when  and  how  special  meetings  shall  be  held;  the  duties  of  the  com- 
missioner. 

It  appears  from  the  evidence  (p.  217)  that  an  agreement  was  entered  into  on 
the  1st  day  of  April,  1895,  betwefen  the  Pennsylvania  Railroad  Company,  Beech 
Creek  Railroad  Company  (New  York  Central  and  Hudson  River  Railroad  Com- 
pany, lessee).  Fall  Brook  Railway  Company,  Lake  Erie  and  Western  Railroad 
Company,  Buffalo,  Rochester  and  Pittsburgh  Railway  Company,  Western  New 
York  and  Pennsylvania  Railroad  Company,  and  Allegheny  Valley  Railway  Com- 
pany, which  agreement  recites  that  "  the  parties  hereto  are  interested  and  en- 
gaged in  the  transportation  of  bituminous  coal  via  all-rail  to  points  in  New 
York  State  east  of  the  Genesee  River,  including  Charlotte,  and  through  New 
York  State  to  points  in  New  England  and  points  in  Canada  east  of  Belleville, 
Ontario." 

And  that  "  to  facilitate  and  systematize  the  transportation  of  bituminous  coal 
within  the  limits  of  the  territory  affected  hereby,"  the  parties  thereto  agreed — 

"  First.  To  the  *  percentage  of  the  total  tonnage  of  bituminous  coal  trans- 
ported in  and  to  the  markets  covered  by  this  agreement '  to  be  carried  by  each 

line,  as  follows  (p.  218)  : 

Per  cent. 

1.  Pennsylvania  Railroad  route : 37.9 

2.  Beech  Creek  Railroad  route 12.  5 

3.  Fall  Brook  Railway  route 9. 1 

4.  New  York,  Lake  Erie  and  Western  Railroad  route 7. 9 

5.  Buffalo,  Rochester  and  Pittsburg  Railway  route 27.  8 

6.  Western  New  York  and  Pennsylvania  route 4. 8 

**  Second.  For  the  appointment  of  an  executive  committee  of  six  persons,  with 
*  power  to  regulate  the  distribution  of  tonnage  between  the  different  routes,  in 
accordance  with  this  agreement.*  etc. 

"  Third.  That  a  commissioner  be  appointed  by  the  executive  committee,  whose 
duty  it  shall  be  in  each  month,  *  not  later  than  the  15th,  to  report  to  each  of 
the  parties  to  this  agreement  the  tonnage  of  bituminous  coal  transported  via 
each  of  the  said  routes  during  the  preceding  month,*  and  giving  to  said  commis- 
sioner free  access  to  all  books  and  manifests  of  the  railroad  companies,  parties 
to  the  agreement. 

*•  Fourth.  The  commissioner  was  empowered,  whenever  any  routes  transported 
a  tonnage  of  bituminous  coal  in  excess  of  its  percentage,  where  practicable,  to 
divert  tonnage  from  or  to  either  of  any  of  the  said  routes,  sufficient  at  all  times 
to  maintain  the  agreement  between  the  parties ;  but  where  it  was  not  practicable 
to  so  divert  tonnage,  then  the  road  or  route  in  excess  of  its  percentage  was 
required  by  the  commissioner,  and  by  the  terms  of  the  agreement,  to  *  restrict 
the  movement  of  bituminous  coal  over  its  line  or  said  route  for  the  purpose  of 
restoring  the  percentages  agreed  upon,!  ^^^  *^  c*^se  any  party  thereto  refused  or 
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neglected  to  obey  the  order  of  the  commissioner  he  was  required  to  report  such 
fact  to  the  executive  committee,  which  was  given  foil  authority  *to  act  in  tlie 
premises,  consistent  with  this  agreement,  and  each  party  agreed  to  be  govoned 
by  and  comply  with  the  instructions  and  requirements  of  the  commlsaion«r. 

"  Fifth.  It  is  stated  that  the  proposed  agreement  is  to  put  all  of  the  routes  o^ 
railway  upon  an  equal  basis,  if  it  shall  appear  on  account  of  diff^ences  In 
cost  of  production  or  for  any  other  reason  that  an  inequality  exists." 

The  minutes  of  this  association,  a  part  of  which  were  read  into  the  evidence, 
showed  that  meetings  were  held  at  stated  times,  the  last  of  which  was  on  the 
16th  of  February,  1906,  and  that  such  meetings  were  generally  attended  by 
the  traffic  managers  of  each  of  the  roads  members  of  the  association,  and  that 
upon  such  occasions  rates  were  discussed  and  an  agreement  made  as  to  wliat 
each  road  should  charge.  These  meetings  were  generalljr  held  prior  to  the  begin- 
ning of  the  coal  year,  which  commenced  on  the  1st 'of  April  of  each  year 
(p.  272). 

l?he  purpose  of  this  association,  as  stated  by  Mr.  J.  6.  Searles,  of  the  P«m- 
sylvania  Railroad  CJompany  (p.  265),  was  to  see  that  prices  of  coal  and  frei^t 
rates  were  maintained,  and  if  any  railroad  company,  party  to  the  agreement, 
member  of  the  association,  did  not  maintain  such  prices  and  rates  they  were 
subject  to  such  action  as  the  executive  committee  might  advise. 

It  will  appear  from  the  minutes  of  this  association,  under  date  of  April  19, 
1895,  that  "  the  principal  question  for  discussion  was  that  of  restriction  of 
shipments  to  the  markets  covered  by  the  association,"  it  being  stated  by  one 
member  that  it  was  "  his  belief  that  restriction  is  necessary,  and  that  if  the 
various  lines  will  withhold  cars  from  their  shippers  to  accomplish  it  the  tone 
of  the  market  will  be  very  much  improved  and  the  prices  on  coal  will  advance  at 
all  points;  that  he  finds  abnormally  low  prices  for  coal  being  named  for  coal 
delivered  in  the  East,  and  he  doubts  the  ability  of  the  association  to  continue 
unless  radical  action  be  taken  now." 

Another  member  of  the  association  replied  at  some  length,  finally  stating 
"  that  he  believed  the  association  has  not  been  long  enough  in  existence  to  show 
what  it  can  accomplish,  and  that  it  is  yet  too  early  to  talk  about  restrictive 
measures,  [and  that  he]  does  not  believe  that  restricting  the  shipments  can  be 
successfully  performed,  [but  that]  he  will  do  the  best  he  can,  but  he  will  not 
promise  that  the  shipments  over  the  Pennsylvania  railroad  will  be  arbitrarily 
curtailed." 

The  above  seems  to  indicate  what  the  purpose  of  the  association  .was  in  its 
origin,  but  the  evidence  does  not  show  that  this  purpose  was  carried  out  except 
as  to  the  agreements  made  as  to  rates. 

It  appears  from  the  evidence  (p.  266)  that  all  matters  in  dispute  between 
members  which  were  not  adjusted  or  decided  by  the  executive  committee  or  at 
meetings  of  the  association  were  referred  to  the  presidents  of  the  various  rail- 
roads, who  "  would  continue  the  negotiations  until  they  finally  reached  an 
agreement."  On  one  occasion  (p.  261)  a  shipment  by  one  road  exceeding  Its 
percentage  was  settled  for  in  cash  at  the  rate  of  75  cents  per  ton,  which  sum 
was  paid  to  the  commissioner  for  distribution  to  the  roads  that  had  not  reached 
the  percentage,  but  this  sum  was  subsequently  returned  to  the  road  paying  it 

It  appears  that  this  association  by  joint  action  fixed  rates  for  all  of  the  roads 
parties  to  the  association,  and  that  the  meeting  of  March  8,  1905,  changed  for 
the  first  time  the  form  of  resolution  fixing  the  rates,  and  set  forth  an  "indi- 
vidual announcement "  that  existing  rates  would  be  continued,  which  the  com- 
mission finds  was,  in  effect,  the  same  as  the  previous  agreements  as  to  rates. 

BUREAU   OF   BITUMINOUS    COAL    STATISTICS,    BUFFALO   DISTRICT. 

This  bureau  was  organized  or  started  operations  on  April  1,  1895,  (p.  1713), 
and  originally  was  called  "  The  Buffalo  Coal  Association,"  but  in  April,  1904 
(p.  1714),  its  name  was  changed  to  the  title  first  above  given.  The  roads  repre- 
sented in  said  bureau  were:  Allegheny  Valley  Railway  Company  (since  leased 
by  the  Pennsylvania  Railroad  Company) ;  the  Western  New  York  and  Penn- 
sylvania Railway  Company  (leased  by  the  Pennsylvania  Railroad  Company); 
Buffalo,  Rochester  and  Pittsburg  Railway  Company;  Lake  Shore  and  IMichigan 
Southern  Railway  Company;  Bessemer  and  Lake  Erie  Railroad  Company, 
and  the  Erie  Railroad  Company  (pp.  50  and  1703). 

It  appears  from  the  evidence  of  Mr.  John  B.  Thayer,  fourth  vice  presideit 
of  the  Pennsylvania  Railroad  Company  (p.  1784),  that  there  was  no  formal 
organization  of  or  by-laws  governing  this  association,   and  that   the  object 
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thereof  was  to  report  "the  tonnage  moving  to  points  in  western  New  York 
State  and  via  the  Niagara  frontier  to  Canadian  points"  (p.  45),  and  Mr.  J.  G. 
Seairles,  also  of  the  Pennsylvania  Railroad  Company  (p.  61),  described  the  work 
of  the  bureau  as  dealing  with  bituminous  coal  traffic  originating  "  in  western 
P«uiQylvania,  moving  to  points  in  New  York  State  west  of  Rochester  or  the 
Genesee  River  and  to  Canadia  points  by  the  Niagara  frontier,  by  the  Interna- 
tional Bridge  of  the  Suspension  Bridge." 

Minutes  of  the  association  were  kept  showing  that  meetings  were  held  "  about 
(mce  a  year"  (p.  1718),  and  the  statistician  of  the  association  says  (p.  1704) : 
That  at  such  meetings  "  the  men  get  together  and  discuss  rates  and  the  general 
situation." 

The  evidence  does  not  disclose  the  manner  in  which  the  several  roads  mem- 
bers of  this  association  made  reports  to  the  bureau,  but  the  statistician  pre- 
pared monthly  reports  (p.  1705)  from  which  annual  reports  were  compiled. 
The  form  of  these  monthly  reports,  as  shown  In  the  evidence,  indicated  that  at 
the  time  of  the  formation  of  the  bureau  or  association  a  percentage  basis  for 
each  of  the  roads  of  the  entire  tonnage  had  been  agreed  to  between  the  rail- 
roads who  were  members  of  the  bureau  (p.  1716),  which  said  percentages  seem 
to  have  been  abolished  "  three;  four,  or  five  years  ago"  (p.  1707),  for  the 
reason  that  they  had  never  been  maintained.  The  monthly  reports,  however, 
of  the  statistician  showed  the  percentage  of  tonnage  carried  by  each  of  the 
roads  (p.  1709). 

It  is  stated  by  Mr.  John  B.  Thayer,  of  the  Pennsylvania  Railroad  Company 
(p.  1789),  that: 

^*  Substantially  there  was  never  any  formal  agreement ;  there  was  never  any 
freight,  certainly  there  was  never  any  actual  diversion  of  tonnage  or  payment 
of  money  penalties  or  fines,  or  anything  of  that  kind." 

The  principal  purpose  of  this  association  seems  to  have  been  the  maintenance 
of  rates  between  the  parties  who  were  members  thereof  (p.  1718). 

RAILWAY  ASSOCIATION    OF  EASTERN   OHIO   AND    WESTERN   PENNSYLVANIA. 

This  association  seems  to  be  located  at  Pittsburgh,  Pa.  (p.  45),  and  the  mem- 
bers thereof  are :  Pennsylvania  Railroad  Company,  Pittsburg  and  .Lake  Erie 
Railroad  Company,  Lake  Shore  and  Michigan  Southern  Railroad  Company, 
Bessemer  and  Lake  Erie  Railroad  Company,  Baltimore  and  Ohio  Railroad  Com- 
pany, Pennsylvania  lines  west  of  Pittsburg. 

The  date  of  the  organization  of  this  association  does  not  appear,  and  It  Is 
stated  (p.  1784)  that  there  was  no  formal  organization  or  by-laws.  It  Is  de- 
scribed as  a  "  statistical  bureau,"  which  furnishes  each  month  the  statistics  of 
coal  moved  by  the  several  members  thereof. 

The  secretary  (p.  2586)  testified  that  he  had  been  secretary  since  1894;  that 
the  association  had  no  by-laws,  and  that  he  rendered  monthly  reports  to  the 
members;  and  (p.  2589)  that  the  association  never  kept  any  separate  minutes, 
although  he  produced  the  minutes  of  the  Western  Pennsylvania  and  Eastern 
Ohio  Traffic  Association. 

The  evidence  as  to  the  results  attained  by  this  association  Is  very  meager, 
although  It  Is  thought  that  this  association  is  an  important  one,  as  It  appears 
(p.  59)  that  at  the  last  meeting  In  February,  1906,  there  were  at  least  40  per- 
sons present,  representing  the  difl'erent  roads  composing  the  association.  It  Is 
probable  that  further  facts  as  to  the  purposes  and  work  of  this  association  may 
be  developed  in  the  subsequent  investigations  of  the  commission. 

OHIO    COAL   TRAFFIC    ASSOCIATION. 

This  association  was  organized  December  1,  1898,  and  the  list  of  members 
thereof  are:  Hocking  Valley  Railroad  Company,  Thamesville  and  Western 
Railroad  Company,  Toledo  and  Ohio  Central  Railroad  Company,  Wheeling  and 
Lake  Erie  Railroad  Company,  Baltimore  and  Ohio  Railroad  Company,  Lake 
Erie,  Alliance  and  Wheeling  Railroad  Company,  Cincinnati,  Hamilton  and 
Dayton  Railroad  Company,  Toledo  and  Ironton  Railroad  Company. 

The  office  of  the  association  is  located  at  Columbus,  Ohio,  and  at  Its  organi- 
zation articles  of  agreement  were  entered  into.  It  Is  still  In  operation,  as  will 
api)ear  In  the  evidence  (p.  2835,  Exhibit  No.  1). 

The  minutes  of  the  meetings  of  this  association  for  the  four  years  preceding 
1905  appear  In  the  evidence  (p.  2836),  and  there  were  two  committees  (p. 
2837),  one  of  which  is  Ijnown  •'^s  the  "executive  committee'*  and  the  other  as 
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the  **  standing  committee/'  the  latter  composed  of  the  general  freight  agents  of 
each  of  the  railroad  companies  members  of  the  association,  or  whoever  is  in 
charge  of  the  coal  traffic  for  such  railroads  (p.  2838). 

The  standing  committee  seems  to  be  charged  with  the  duty  of  arranging 
rates  on  the  different  railroads,  and,  in  fact,  the  association  seems  to  deal  espe- 
cially with  coal  rates  (p.  2839),  and  this  committee  has  in  charge  the  filing  c^ 
tariffs  witii  the  Interstate  Commerce  Commission  which  are  to  be  in  effect  on 
all  the  roads  members  of  the  association  (p.  2845)  and  designated  as  **Th& 
Ohio'  Coal  Traffic  Association  and  Jackson  County,  Ohio,  Railways  Bituminons 
Coal  Tariffs." 

These  rates  have  been  published  in  the  same  form  for  twelve  years  (p.  2846), 
and  the  tariff  is  printed  each  year,  but  should  changes  take  place  in  the  mean- 
while a  supplement  or  amendment  is  issued. 

This  association  seems  to  show  an  agreement  as  to  rates  by  all  of  the  rail- 
roads in  the  territory  covered  by  the  tariffs  filed,  although  in  many  instances 
rates  are  fixed  thereby  which  should  be  competitive,  and  the  whole  purpose  of 
the  association  seems  to  be  the  maintenance  of  agreed  rates  on  coal  traffic 

It  would  appear  that  the  original  purpose  in  the  organization  of  the  several 
associations  above  referred  to  was  to  apportion  territory  and  tonnage  among 
the  several  railroads  upon  agreed  percentages  and  to  make  up  at  the  end  of  each 
month  the  deficit  of  any  road  not  carrying  its  agreed  percentage,  either  In  money 
payment,  or  in  some  other  way,  and  to  penalize  those  roads  which  carried  more 
than  their  agreed  percentages,  by  requiring  of  them  money  payments  or  other 
compensation,  and  further  to  fix  and  agree  upon  rates  which  were  to  be  carried 
out  on  all  of  the  several  roads  parties  to  the  association. 

It  was  contended  earnestly  on  the  part  of  certain  railroad  officials  who  ap- 
peared before  the  commission  that  the  apparent  purposes  for  which  these  asso- 
ciations were  formed  were  never  carried  out,  and  that  they  were  held  together 
by  "a  rope  of  sand"  (p.  1787),  and  were  merely  maintained  at  present  as  sta- 
tistical bureaus. 

While  it  would  appear  that  the  original  purposes  of  thes  associations  were 
not  carried  out  as  set  forth  in  the  by-laws  or  agreements  for  their  organization, 
still  it  was  apparent  to  the  commission  that  these  associations  were  used  for 
the  purpose  of  agreeing  upon  and  maintaining  freight  rates  over  the  several 
roads  parties  thereto,  and  that  the  distribution  of  tonnage  to  the  several  roads 
was  only  maintained,  in  so  far  as  the  same  was  accomplished,  by  fixing  agreed 
freight  rates. 

The  facts  as  to  these  associations  are  herein  fully  set  forth,  and  whether 
there  is  shown  "  any  contract,  combination  in  the  form  of  trust,  or  otherwise, 
or  conspiracy  in  restraint  of  trade  or  commerce  in  which  any  common  carrier 
engaged  In  the  transportation  of  coal  or  oil  is  interested,  or  to  which  it  is  a 
party,"  the  commission  thinks  that  it  should  not,  unless  especially  required  so 
to  do,  express  its  opinion,  as  it  is  a  question  of  construction  of  a  statute  which 
the  Department  of  Justice  is  required  to  enforce,  to  wit,  the  Sherman  antitrust 
act,  from  which  the  wording  of  this  resolution  seems  to  be  taken.  The  Com- 
mission has  therefore  given  to  Congress  the  facts  in  this  connection  and  refrains 
from  advising  as  to  what  the  law  upon  the  subject  may  be. 

In  passing  from  this  subject  the  commission  calls  attention  to  the  fact  that 
during  the  year  1905  the  total  tidewater  shipments  of  bituminous  coal  by  the 
members  of  the  Tidewater  Bituminous  Conl  Traffic  Association  amounted  to 
19,011,562  tons,  and  that  the  increase  of  rates  on  the  roads  aforesaid  from  1899 
to  1901,  if  applied  on  this  tonnage,  would  show  an  increased  cost  of  transporta- 
tion to  the  consumers  of  coal  of  about  $7,000,000  annually  (p.  1268),  and  this  is 
some  indication  of  the  advance  per  annum  charged  to  the  consumers  of  tide- 
water coal  since  the  organization  of  the  associations  above  mentioned. 

It  also  appears  (p.  298)  that  the  purpose  of  these  associations  was  indirectly 
to  maintain  the  price  of  coal  at  the  mines,  and  such  purpose  was  based  upon 
the  interest  which  the  railroads  felt  in  their  shippers  (p.  301),  on  the  ground 
that  the  higher  the  price  the  shipper  gets  for  his  coal  the  more  the  railroad 
companies  could  charge  for  freights. 

It  appears  that  there  were  instances  of  the  division  of  territory  between 
railroads  members  of  the  Tidewater  Bituminous  Coal  Traffic  Association,  and 
it  seems  to  have  been  arranged  or  agreed  between  the  Tennsylvania  Railroad 
Company,  Baltimore  and  Ohio  Railroad  Company,  Norfolk  and  Western  Rail- 
way Company,  and  the  Chesapeake  and  Ohio  Railway  Company  that  the  first 
two  roads  were  not  to  permit  coal  originating  on  their  lines  to  go  to  Norfolk, 
Va..  and  that  vicinity,  and  in  return  therefor  the  two  latter  railway  companies 
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arranged  or  agreed  that  coal  originating  on  their  roads  should  not  go  to  Wash- 
ington and  the  territory  immediately  thereabouts,  and  that  this  agreement  pre- 
vented coal  on  the  two  last  railways  mentioned  from  being  fumi^ed  in  Wash^ 
ington  for  the  use  of  the  Governmwit  and  for  other  purposes,  and  there  also 
appears  to  have  been  an  agreement  whereby  the  Norfolk  and  Western  Railway 
Company  agreed  with  the  Chesapeake  and  Ohio  Railway  Company  that  it 
would  make  a  rate  of  freight  25  cents  per  ton  higher  than  the  Chesapeake  and 
Ohio  Railway  Company  did  on  coal  to  Richmond,  and  in  return  for  this  the 
Chesapeake  and  Ohio  Railway  Company  made  a  rate  of  25  cents  per  ton  higher 
on  coal  to  Norfolk  than  the  rate  of  the  Norfolk  and  Western  Railway  Company, 
thus  preventing  competition  between  these  two  natural  competitors  at  the 
two  i)oints  named.  This  is  shown  from  the  following  abstract  from  the  testi- 
mony (p.  1223)  : 

Mr.  Glasgow.  Have  you  any  arrangement,  or  do  you  know  of  any  arrange- 
ment, in  the  adjustment  of  the  freight  rates  which  prevents  its  coming  In  by 
water? 

Mr.  Davant.  We  have  never  undertaken  to  work  coal  business  into  Wash- 
ington by  water. 

Mr.  Glasgow.  Why? 

Mr.  Davant.  Because  we  think  it  an  impracticable  proposition. 

Mr.  Glasgow.  Have  you  ever  at  any  time  had  any  conference  with  any  officer, 
agent,  or  employee  of  the  Pennsylvania  Railroad  as  to  that? 

Mr.  Davant.  Yes,  sir. 

Mr.  Glasgow.  Who? 

Mr.  Davant.  Mr.  Searles,  I  think. 

Mr.  Glasgow.  When  was  that? 

Mr.  Davant.  I  can  not  remember. 

Mr.  Glasgow.  What  was  the  subject  of  your  talk? 

Mr.  Davant.  The  idea  was  that  it  would  not  be  right  for  us  to  undertake  to 
send  coal  into  Washington.    That  was  their  proi)osition. 

Mr.  Glasgow.  That  was  his  proposition? 

Mr.  Davant.  Yes,  sir ;  and  if  we  undertook  to  send  coal  into  Washington  they 
would  undertake  to  send  coal  into  our  territory. 

Mr.  Glasgow.  Then,  I  suppose,  you  finally  arranged  with  him  that  you  would 
Dot  send  it  into  Washington  if  he  did  not > 

Mr.  Davant.  As  a  business  proposition  we  thought  it  would  be  unwise  to  do 
that. 

Mr.  Glasgow.  Then  you  finally  arranged  that  you  would  not  send  it  to  Wash- 
ington if  he  did  not  send  it  into  your  territory,  did  you  ? 

Mr.  Davant.  Well,  that  might  be  stated  as  the  case. 

Mr.  Glasgow.  That  was  Mr.  Searles,  the  agent  of  the  Pennsylvania  Railroad? 

Mr.  Davant.  The  coal  and  coke  freight  agent 

Mr.  Glasgow.  From  what  points  did  you  feel  apprehensive  that  the  Penn- 
sylvania might  invade  your  territory  with  coal? 

Mr.  Davant.  Well,  at  Baltimore  particularly. 

Mr.  Glasgow.  Where  would  they  ship  from? 

Mr.  Davant.  Ship  from  their  mines. 

Mr.  Glasgow.  I  mean  from  what  port  would  they  ship  to  Norfolk? 

Mr.  Davant.  Well,  either  from  Washington  or  Baltimore: 

Mr.  Glasgow.  Did  you  ever  have  any  other  interview  or  correspondence  with 
the  Pennsylvania  on  that  subject,  or  any  of  its  agents  or  representatives? 

Mr.  Davant.  Well,  we  had  several  interviews  about  the  matter. 

Mr.  Glasgow.  Were  you  endeavoring  to  put  your  coal  into  Washington? 

Mr.  Davant.  No ;  not  as  a  commercial  proposition. 

Mr.  Glasgow.  Well,  for  Government  use? 

Mr.  Davant.  There  was  at  one  time  a  proiyosltion  to  take  some  of  our  coal 
into  Wariiington  for  the  Government 

Mr.  Glasgow.  Well,  did  you  then  take  it  up  with  the  Pennsylvania  Rail- 
road? 

Mr.  Davant.  We  advised  about  it. 

Mr.  Glasgow.  With  the  Pennsylvania? 

Mr.  Davant.  Yes,  sir;  and  others. 

Mr..  Glasgow.  What  position  did  the  Pennsylvania  take  on  that? 

Mr.  Davant.  All  the  roads  at  Washington,  the  Chesapeake  and  Ohio,  the 
Baltimore  and  Ohio,  and  the  Pennsylvania,  gave  us  to  understand  that  if  we 
undertook  to  put  our  coal  into  Washington  they  would  come  into  our  territory 
with  their  coal. 


342  TBANSPOBTATION   OF  COAL. 

3jr.  GiAsoow.  When  was  that,  Mr.  Da  van  t?    Can  you  give  me  what  year? 

Mr.  DkvANt.  I  can  not  recall  exactly*  the  time,  Mr.  Glasgow. 

STr.  GlAi^gow.  Well,  has  it  been  since  1902  or  1903? 

Mir,  TDavaNt.  I  thiilk  so,  Mr.  Glasgow.  I  want  to  say  that  I  shall  try  to 
answer  yoiir  questions  from  the  standpoint  that  you  know  me,  and  my  methods, 
and  l!hht  I  am  disposed  to  be  open  and  frank  with  you. 

Mi*.  Guvisabw.  Certainly. 

(Page23i6:) 

Mr.  Glasgow.  Is  it  not  a  fact,  as  Mr.  Davant  says,  that  the  arrangement  was 
arrived  at  between  the  Baltimore  and  Ohio,  the  Penni^lvania,  the  Norfolk  and 
W^tem,  aud  the  Chesapeake  and  Ohio  that  the  Chesapeake  and  Ohio  and  tb» 
Nbrxdlk  and  Western  were  not  to  invade  the  territory  of  the  Baltimore  uid 
Ohio  and  Pennsylvania,  and  they  were  not  to  invade  the  territory  of  the  Chesa- 
peake and  Ohio  and  Norfolk  and  Western?    Was  not  that  the  ^ttaxi&imeaiil 

Mr.  Whitakeb.  That  was  a  general  understanding  that  I  xtrlll  frankly  i^yjire 
were  anxious  to  foster  and  encourage  for  this  reason :  It  did  not  seem  pdi^te 
for  us  to  get  our  coal  into  that  market  in  competition  witii  theln,  but  it  did 
seem  possible — that  is,  where  our  views  are  different — ^for  them  tb  get  lilto 
Norfolk.  There  is  no  agreement  that  I  know  of.  But  we  werie  anxiouis  to  Have 
them  understand  that  condition. 

(Page  1138:) 

Commissioner  Clements.  Tou  ref  erreil  to  some  matters  that  had  Vete  tj^t&jn^ 
to  the  presidents  of  the  roads  this  morning  for  discussion  after  th^y  l&a  1^ 
considered  by  the  traflac  officers,  did  you  not? 

Mr.  HoBABT.  No ;  that  was  the  question  of  the  Richmond  and  Norfolk  rates. 
It  was  all  one  discussion.    The  presidents  and  traffic  managers  w^^  thefe. 

Commissioner  Clements.  The  presidents  were thi&re  With  th6  t^fflchiimagfef^? 

Mr.  HoBABT.  Yes,  sir. 

Cothmissioner  Clements.  When  was  thiit? 

Mr.  HoBABT.  I  should  siay  a  short  tithfe  prior  to  April  3,  1908.  I  ciBih  iidt  give 
the  exact  date. 

Cominlssioner  Clements.  Where  was  it? 

Mr.  HoBABT.  My  recollection  is  that  It  w«ls  hi  Richmond. 

Coffltaiisslbner  CtEMEi^t's.  In  what  IdftclB? 

Mr.  HoBABT.  The  Chesapeake  and  Ohib  fistilWay. 

Oommisjslotier  CLteMtNTS.  Who  were  the  pl-esldents  that  were  pt^sieht? 

Mr.  HoBABT.  Mr.  Stevens,  of  the  Chesapeake  and  Ohio,  and  Mr.  Johnson,  tit 
the  Norfolk  and  Western. 

Commissioner  Clements.  Aiid  what  traffiq  officials  were  there  besides  you? 

Mr.  HoBABT.  Mr.  Davant,  of  the  Norfolk  and  Western,  and  Mr.  Hbtohkiss,  bt 
the  Chesap^ke  and  Ohio.    That  is  iny  recollection  now. 

Commissioner  Clements.  Did  yoh  keep  any  inemordandum  of  what  ^^8  done 
there? 

Mr.  HoBABT.  I  think  not. 

Commissioner  Clements.  What  was  discussed  at  that  meeting? 

Mr.  Hobabt.  On  that  particular  question,  the  rates  on  coal  into  Richmond 
and  Norfolk. 

Commissioner  Clei^entb.  And  it  was  there  understood  between  these  presi- 
dents and  the  traffic  maiiagers  of  these  roads  that  these  rates  to  Which  yon 
have  referred  this  morning  would  prevail? 

Mr.  Hobabt.  Yes,  sir. 

Commissioner  Clements.  Was  there  any  representative  of  the  Baltimore  and 
Ohio  or  the  iP^nsylvanla  or  any  of  these  other  railroads  present  att  that 
meeting? 

Mr.  Hobabt.  No  ;  I  think  not. 

Commissioner  Clements.  What  was  done  with  the  rates  at  that  time?  Were 
they  changed? 

Mr.  Hobabt.  The  Norfolk  and  Western  rate  was  changed. 

Commissioner  Clements.  From  what  to  what? 

Mr.  Hobabt.  It  was  changed  from  $1.75  to  $1.86. 

Mr.  Glasgow.  When  was  that? 

Mr.  Hobabt.  April  1,  1903. 

Commissioner  Clements.  That  was  understood  and  agreed  to  at  that  meeting 
that  that  would  be  done?  ^ 

Mr.  Hobabt.  Yes,  sir. 

Commissioner  Clements.  And  it  was  done  subsequently? 

Mr.  Hobabt,  Yes,  sir. 
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Commissioner  Clements.  And  what  was  4one  with  the  Chesapeake  and  Ohio 

rate  about  the  same  time? 

Mr.  HoBABT.  I  presume  their  rate  was  $1.60.    I  can  not  say  it  was  the  same 
date,  but  about  that  time. 

Commissioner  Clements.  Well,  about  the  same  time? 

Af r.  HoBABT.  Well,  their  rate  was  $1.60  to  Richmond.  We  are  talking  about 
Bichmond.    Their  rate  remained  at  $1.60. 

Commissioner  Clements.  It  was  left  at  $1.60?    What  had  been  the  Norfolk 
an^  Western  rate  up  to  that  time? 

^Mr.  HoBABT.  $1.75. 

Commissioner  Clements.  It  was  put  up  to  $1.85  at  that  time? 

Hfr.  Hobabt.  Yes,  sir. 

Oommissioner  Clements.  And  the  rate  to  Newport  News  or  Norfolk  by  the 
Ottesapeake  and  Ohio,  what  was  done  with  that? 

Mr.  HoBABT.  My  recollection  is  that  their  rate  was  made  $1.85  to  Norfolk. 

Ck)nmii8Sioner  Clements.  What  had  that  been  before  that? 

llCr.  Hobabt.  That  I  do  not  know. 

CkHomissloner  Clements.  Before  what  time  was  that? 

Mr.  Hobabt.  April  1,  1903. 

Oommissioner  Clements.  That  was  an  increase,  was  it  not? 

Mr.  Hobabt.  Yes,  sir ;  undoubtedly  it  was  an  increase. 

Commissioner  Clements.  And  that  was  done  for  the  purpose  of  leaving  Gie 
CJXiesftpeake  and  Ohio  the  traffic  to  Richmond  and  your  road  the  trafiSc  to 
^C^cJrfolk? 

Mr.  HOBABT.  I  think  so. 

At  this  time  the  Chesapeake  and  Ohio  Railway  Company  had  its  own  termi- 
UbIb  at  Norfolk. 

It  will  also  be  noted  that  the  Chesapeake  and  Ohio  Railway  Company  about 
t^  year  1901  filed  a  tariff  limiting  the  amount  of  coal  which  might  be  shipped 
OT€?r  Its  lines  t6  Washington  City  to  50,000  tons  per  annum,  to  be  divided  among 
certftin  specified  shipi)ers.  This  was  done,  as  it  vras  claimed,  because  ttie  t*enti- 
sylvania  Railroad  Company  refused  to  permit  the  Chesapeake  and  Ohio  Railway 
Cofmpany  to  use  its  terAainals  for  a  larger  amount  of  coal  per  annum.  Atten- 
tion, ho^rever,  is  called  to  the  fact  that  during  the  progress  of  this  Investigiation 
tJie  above  tariff  of  the  Chesapeake  and  Ohio  wias  withdrawn  and  a  new  tariff 
filed,  u^n  Which  there  is  no  such  limitation  about  tonnage  to  Washington ;  ttnd 
forther,  since  tfee  investigation  new  tariifs  were  filed  by  the  Norfolk  and  West- 
em  Railway  Ownpany  and  the  Chesapeake  and  Ohio  Railway  Company  making 
the  same  rates  on  both  lines  for  shipments  of  coal  to  Richmond  and  Norfolk,  Va. 

It  appears  by  con*espondence  in  evidence  between  Mr.  E.  D.  Hotchklss,  the 
g&ietBl  fright  agent  of  the  Chesapeake  and  Ohio  Railway  Company,  or  Mr. 
F.  M.  Whitaker,  the  freight  traffic  manager,  and  Mr.  T.  S.  Davant,  the  g«ieral 
freight  ag^it  of  the  Norfolk  and  Western,  that  these  companies  were  from 
time  to  time  in  conference  as  to  the  rates  to  be  charged  on  coal  shipped  for 
delivery  to  the  United  States  Grovemment,  alongside  of  its  war  vessels  near 
the  tidewater  terminus  of  those  railroads,  or  at  Indian  Head  and  Annapolis. 
The  shippers  endeavored  to  get  for  this  coal  the  same  rates  which  were  charged 
on  coal  delivered  for  shipment  to  New  York  and  other  points  "outside  the 
capes."  In  conferences  and  letters,  and  at  the  instance  of  the  former  railroad, 
the  rate  on  this  coal  to  war  vessels  was  raised  in  1903  to  the  full  local  rates, 
whOe  the  proposition  of  the  latter  road  that  the  Indian  Head  and  Annapolis 
coal  be  given  as  low  rates  as  coal  for  points  outside  the  cape&  was  rejected. 
On  May  27,  1903,  Mr.  Whitaker  wrote  Mr.  Davant  as  follows : 

"  Referring  to  proposition  made  by  Vice  President  Johnson,  of  your  road,  in 
meeting  at  Washington  on  Tuesday,  May  12,  that  your  company  apply  the 
outside  the  capes  rate  of  $1.35  per  gross  ton  on  shipments  of  coal  moved  by 
water  from  Norfolk  (Lambert  Point)  to  Washington,  D.  C,  for  the  War  De- 
partment, I  beg  to  advise  you  that  we  have  looked  into  and  carefully  con- 
sidered this  matter  and  regret  to  say  that  we  can  not  see  our  way  clear  to 
Dgree  to  this  proposition." 

On  June  18,  19<)3,  Mr.  Hotchkiss  wrote  to  Mr.  Davant  as  follows: 

"  Referring  to  our  correspondence  in  regard  to  rate  of  $1.40  per  ton  of  2,000 
pounds  on  coal  delivered  alongside  of  war  vessels  by  barge  at  Newport  News 
and  Norfolk. 

"  My  understanding  is  that  this  rate  expired  June  30,  and  on  and  after  that 
date  the  full  local  rates  to  the  ports  will  govern,  except  that  these  rates  will 
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include  delivery  by  barge.  Please  wire  me  If  I  am  correct.  My  understanding 
Is  that  our  rate  to  Newport  News  will  be,  from  Kanawlia  district,  $1.70;  New 
River  district,  $1.60;  and  that  your  rate  to  Norfolk  will  be,  Pocahontas  ^- 
trict,  $1.60;  Thacker  district,  $1.70." 
On  June  10,  1905,  Mr.  Hotchkiss  wrote  to  Mr.  Davant  as  follows : 
"  I  have  your  letter  of  the  5th  and  have  also  a  copy  of  your  tariff  2857  on 
bituminous  coal  for  the  United  States  Government.  I  note  also  suggested 
correction  in  paragraph  No.  2  of  my  letter.  I  should  like  to  impress  upon  you 
the  fact  that  there  are  to  be  no  reduced  rates,  other  than  the  local  Norfolk 
or  Newport  News  rate,  on  any  Government  coal  that  may  be  moved  to  points 
outside  of  Norfolk  harbor  or  Hampton  Roads  destined  inside  the  c&pes,  A 
very  strong  effort  has  been  made  on  the  part  of  our  people  to  secure  the  ap- 
lUication  of  $1.35  per  ton  of  2,000  pounds  on  coal  for  the  Government  at  Indian- 
head,  and  also  at  Annapolis.  In  our  conversation  in  New  York  it  was  distinctly 
understood  that  there  would  be  nothing  lower  than  the  local  Norfolk  or 
Newport  News  rate  applied  to  this  class  of  coal.    Will  you  please  confirm?" 

On  June  13  this  understanding  was  confirmed  by  Mr.  Davant.  Within  the 
past  year  the  rate  outside  the  Gapes  rate  on  this  coal  was  conceded  (pp  1178- 
1199). 

(h)  Whether  Any  Such  Common  Oabbieb  Monopolizes  or  Attempts  to 
Monopolize  or  Combines  or  Conspires  With  Any  Other  Cjlrrier,,  Oompaht 
or  Companies,  Person  or  Persons  to  Monopolize  Any  Part  of  the  Trade  ob 
Commerce  in  Coal  or  Oil,  or  Traffic  Therein  Among  the  Several  States  ob 
With  Foreign  Nations. 

The  facts  set  forth  in  paragraph  2  above  may  also  be  considered  und»  this 
subdivision  and  hereunder  will  be  reviewed  the  evidence  showing  a  "com- 
munity of  interest"  between  the  Pennsylvania  Railroad  Company,  the  Balti- 
more and  Ohio  Railroad  Company,  th^  Norfolk  and  Western  Railway  Company, 
the  Chesapeake  and  Ohio  Railway  Company,  the  New  York  Central  and  Hudson 
River  Railroad  Company,  and  the  Philadelphia  and  Reading  Railway  Company. 

The  condition  existing  upon  the  several  railroads  above  referred  to  is  de- 
scribed by  Mr.  John  B.  Thayer,  fourth  vice  president  of  the  Pennsylvania  Rail- 
road Company  (p.  1784),  showing  that  prior  to  1895,  the  condition  of  trans- 
portation rates  upon  bituminous  coal  were  in  a  most  unsatisfactory  and  de- 
pressed situation;  that  it  was  a  period  of  great  demoralization,  and  that  the 
giving  of  rebates  was  an  established  thing  upon  all  the  roads  mentioned,  espe- 
cially in  the  coal  business.  He  further  states  that  "  every  possible  effort  was 
made  by  those  managers  to  devise  some  means,  some  organizations,  or  some 
agreement  within  the  provisions  of  the  law  which  would  permit  them  to  control 
or  regulate  this  discrimination  and  this  disturbed  state  of  affairs"  (p.  1785). 

As  a  result  of  this  condition  the  several  associations  hereinbefore  referred 
to  were  formed,  but  these  organizations  did  not  seem  to  have  the  power  to  pro- 
duce the  results  desired,  and  in  the  year  1899  the  president  of  the  Pennsylvania 
Railroad  Company,  in  the  fifty-third  annual  report  on  page  19  (p.  1217), 
states : 

**  While  the  growth  of  your  trafl9ic  and  its  successful  movement  are  subject  for 
congratulation,  your  board  have  to  report  a  further  reduction  in  the  average 
ton-mile  rate.  For  years  the  compensation  of  the  trunk  lines  for  moving  freight 
traffic  has  steadily  decreased.  On  your  road  it  appears  that  with  but  one  excep- 
tion there  has  been  in  each  year  since  1889,  a  decrease  in  the  rate  from  that  of 
the  preceding  year,  so  that  from  an  average  per  ton-mile  of  0.686  cent  in  1889 
the  rate  fell  to  0.499  in  1898,  and  last  year  to  0.473,  the  lowest  point  ever  reached. 
As  may  be  supposed,  railroad  managers  have  not  seen  this  constant  reduction 
without  serious  concern,  or  without  making  strenuous  efforts  to  check  the  down- 
ward movement.  These  efforts  have  met  with  but  little  success,  and  although  no 
commercial  necessity  has  recently  existed  for  such  reductions,  and  certainly 
not  during  the  past  year,  when  the  industries  of  the  country  enjoyed  a  pros- 
perity almost  unprecedented,  and  when  the  facilities  of  the  railways  were 
taxed  to  the  utmost,  the  fall  in  rates  has  still  continued.  *  *  *  The  only 
alternative  is  to  arrest  the  reduction  in  revenue,  which  has  been  largely  brought 
about  by  apparently  uncontrollable  conflicts  between  the  railway  companies 
and  between  rival  communities.  • 

"  It  must  be  admitted  that  the  situation  is  complicated.  The  problems  in- 
volved in  dealing  with  traffic  questions  covering  so  vast  a  territory,  and  affect- 
ing so  many  diversified  interests,  are  troublesome  and  intricate,  but  they  are 
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not  incapable  of  solution,  and  it  is  believed  that  by  earnest  and  united  effort  the 
difficulties  in  the  way  may  be  met  and  overcome.  With  this  end  in  view  and 
to  establish  closer  relations  between  the  managers  of  the  trunk  lines,  it  has 
seemed  wise  to  your  board  to  acquire  an  interest  in  some  of  the  railways  reach- 
ing the  seatK)ard,  and  to  unite  with  the  other  shareholders  who  control  those 
properties  in  supporting  a  conservative  policy.  This  will,  it  is  hoped,  result  in 
securing  reasonable  and  stable  rates  and  do  away  with  unjust  discriminations 
that  are  the  inevitable  results  of  the  course  that  has  been  heretofore  pursued. 
Aside  from  the  indirect  benefits  thus  sought  to  be  gained,  it  is  believed  that 
these  holdings  will  as  investments  be  directly  profitable." 

It  appears  that  the  associations  having  failed  to  accomplish  the  desired  pur- 
poses, that  the  Pennsylvania  Railroad  Ck>mpany  determined  to  buy  sufficient 
of  the  stocks  of  the  Chesapeake  and  Ohio  Railway  Company,  Baltimore  and 
Ohio  Railroad  Company,  and  the  Norfolk  and  Western  Railway  Company,  so 
that  acting  with  others  it  might  control  the  policies  of  these  roads. 

This  suggestion  was.  promptly  carried  out  by  the  purchase  by  the  Pennsyl- 
vania Railroad  Company  of  a  sufficient  amount  of  stock  in  the  three  railroad 
companies  mentioned,  which,  together  with  the  stocks  in  the  same  companies 
held  by  subsidiary  companies  of  the  Pennsylvania  Railroad  Company,  uniting 
with  other  shareholders  thereunder,  practically  dcnninated  and  controlled  the 
policies  of  the  three  roads  above  mentioned. 

It  is  not  necessary  to  set  forth  in  detail  the  stocks  held  by  the  Pennsylvania 
Railroad  Company  in  the  three  companies,  to  wit,  the  Norfolk  and  Western 
Railway  Company,  Baltimore  and  Ohio  Railroad  Company,  and  Chesapeake 
and  Ohio  Railway  Company,  all  of  which  will  appear  in  the  record  and  exhibits 
filed  with  the  conmiission ;  and  while  it  is  strenuously  claimed  on  behalf  of  the 
Pennsylvania  Railroad  Company  that  it  did  not  undertake  to  exercise  any  con- 
trol over  rates  or  policies  of  the  three  roads  mentioned,  the  reasons  for  said 
purchases  are  stated  by  Mr.  John  B.  Thayer,  fourth  vice  president  (p.  1847), 
as  follows :  "  I  know  some  of  the  reasons  which  led  up  to  these  investments, 
and  I  can  safely  say  these  reasons  were  practically  involved  in  this  effort  in 
wliich  we  were  putting  forth  such  exertions  to  change  the  systems  and  the 
methods  of  this  country  in  the  matter  of  making  rates  and  stopping  the  pay- 
ment of  r^ates,'*  and  he  also  states  (p.  1905)  that  he  believes  "  that  that  was 
a  liigh  moral  purpose  as  well  perhaps  as  a  selfish  one,*'  and  further  states  (p. 
1924)  "they  bought  it  for  selfish  reasons.'*  And  from  these  admissions  it  is 
obvious  that  the  purposes  to  be  accomplished,  through  the  stock  ownership 
aforesaid,  were  to  change  the  systems  and  the  methods  of  making  rates  and 
control  of  policies  of  the  roads  above  mentioned. 

As  to  the  Baltimore  and  Ohio  Railroad  Company,  the  executive  committee 
of  the  board  of  directors  was  composed  of  six  members,  to  wit,  Oscar  G.  Mur- 
ray, John  P.  Green,  James  McCrea,  Samuel  Rea,  George  F.  Randolph,  and 
John  B.  Thayer  (p.  5223),  of  whom  four  are  officers  of  the  Pennsylvania  Rail^ 
road  Company.  The  duties  of  said  executive  conmiittee,  as  stated  in  the  by- 
laws of  the  Baltimore  and  Ohio  Railroad  Company,  are  as  follows  (p.  5225)  : 

*'Aeticl?  III. 
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Sec.  2.  The  executive  committee,  of  which  the  president  shall  be  chairman, 
shall  consist  of  not  less  than  five  members  of  the  board.  Such  committee  shall, 
when  the  board  is  not  in  session,  have  all  the  powers  of  the  board  to  manage 
and  direct  all  the  business  and  affairs  of  the  company  in  such  manner  as  the 
committee  shall  deem  best  for  the  company's  interests,  in  all  cases  where 
specific  directions  shall  not  have  been  given  by  the  board." 

As  to  the  Chesapeake  and  Ohio  Railway  Company,  it  appears  from  the  evi- 
dence (p.  5754)  that  the  executive  committee  of  the  board  of  directors  is  com- 
posed of  six  members,  to  wit,  Messrs.  Decatur  Axtell,  William  H.  Newman, 
Samuel  Rea,  George  W.  Stevens,  H.  McK.  Twombly,  and  John  B.  Thayer,  of 
whom  two  are  officers  of  the  New  York  Central  and  Hudson  River  Railroad 
Company,  two  are  officers  of  the  Pennsylvania  Railroad  Company,  and  the 
remaining  two  being  the  president  and  vice  president  of  the  Chesapeake  and 
Ohio  Railway  Company.  The  powers  of  said  executive  committee  as  set  forth 
in  the  by-laws  adopted  October  24,  1905,  are  as  follows : 

"  The  executive  committee,  when  the  board  is  not  in  session,  shall  have,  and 
may  exercise,  but  only  by  the  unanimous  vote  of  all  the  members  present  at 
the  meeting,  all  the  powers  of  the  board  of  directors;  and  they  shall  cause 
to  be  kept  a  full  and  accurate  record  of  all  their  actions  and  proceedings  and 
report  the  same  from  time  to  time  to  the  board.    (Coal  record  file.  No.  124  F.)" 
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As  to  the  Norfolk  and  Western  Railway  Company,  it  appears  that  there  are 
eleven  members  of  the  board  of  directors,  and  on  October  11,  1906,  Victor  Mora- 
wetz,  Samnel  Rea,  and  J.  B.  Thayer  were  appointed,  with  tiie  chairman  of  tt» 
board  and  the  president,  the  executive  committee ;  its  duties  in  the  !^-lawB  d 
the  company  are  set  forth  as  follows : 

"  The  executive  committee  shall,  when  the  board  is  not  in  session,  have  all  tbe 
powers  of  the  board  to  manage  and  direct  all  the  business  and  affairs  6t  tbe 
company  in  such  manner  as  said  committee  shall  deem  for  its  interests  in  an 
cases  in  which  specific  directions  shall  not  have  been  given  by  the  board,  and 
may  appoint  such  subcommittees  as  it  may  deem  necessary.  (Goal  record  file, 
No.  122  B.)" 

While  it  is  difficult  to  keep  up  with  the  actual  ownership  of  the  Penni^lvftida 
Railroad  Company  and  of  the  New  York  Central  and  Hudson  River  RaHifoaA 
Company,  and  of  the  other  railroads,  of  stocks  in  railroad  cotnpanichs  whfdi 
should  be  competitors  in  the  territory  above  referred  to,  still  at  oiie  tlifie  It 
appears  that  the  Pennsylvania  Railroad  Company  and  its  subsidiary  eom|Miiiies 
owned  the  following  stocks  of  other  companies,  to  wit:  Norfolk  and  WerftMH 
Railway  Company,  338,500  shares  out  of  a  total  of  890,000  shares,  or  tfboot  88 
per  cent  of  the  total ;  Chesapeake  and  Ohio  Railway  Company,  156,000  shares 
out  of  a  total  of  627,937  shares,  or  about  25  per  cent  of  the  total ;  Baltfinore  and 
Ohio  Railroad  Company,  695,994  shares  out  of  a  total  of  1,860,000  shares,  or 
about  87.6  per  cent  of  the  total. 

The  New  York  Central  and  Hudson  River  Railroad  Company  aM  its  Mh 
sidiary  companies  owned  the  following  stock  of  other  companleis,  to  wit: 
Chesapeake  and  Ohio  Railway  Company,  125,000  shaies  out  tit  a  totU  ^ 
627,987  shares,  or  about  20  per  cent  of  the  total ;  the  Reading  Cottipany,  606,- 
650  shares  out  of  a  totalof  2,800,000  shares,  or  about  21.7  pet  c*Wt  6f  ft» 
total. 

The  Baltimore  and  Ohio  Railroad  Company  owuM  the  following  Mtri;^  <6f 
other  companies,  to  wit :  The  Reading  Company,  606,650  sharei^  out  tff  a  tttafl 
issue  of  2,800,000  shares,  or  a  total  of  about  21.7  per  cent  of  the  total. 

It  thus  appears  that  the  Pennsylvania  Railroad  Company  aAd  ltd  snh^idlAfj 
companies  owned  a  very  large  minority  interest  In  the  Norfolk  and  W^stiam 
Railway  Company — equal  to  about  38  per  cent;  that  the  Pennsylvaflia  Rail- 
road Company  and  the  New  York  Central  and  Hudson  Rivelr  Raili^oad  Com- 
pany and  their  subsidiary  companies  combined  owned  about  45  per  cetft  of 
the  stock  of  the  Chesapeake  and  Ohio  Railway  Company;  that  the  Pemittyl- 
vanla  Railroad  Company  and  its  subsidiary  companies  owned  about  S7.6  pfk 
cent  of  the  captital  stock  of  the  Baltimore  and  Ohio  Railroad  Company;  that 
the  Baltimore  and  Ohio  Railroad  Company  and  the  New  York  Central  and 
Hudson  River  Railroad  Company  owned  about  43.4  per  cent  of  the  capital 
stock  of  the  Reading  Company,  which,  in  turn,  owns  the  entire  capital  stock 
of  the  Philadelphia  and  Reading  Railway  Company. 

It  appears  that  at  the  meetings  of  the  stockholders  of  these  various  companies 
frequently  the  minority  holdings  were  sufficient  to  control  the  stockholders* 
meeting,  and  that  the  ownership  was  so  commingled  that  the  interests  of  all 
of  these  roads  in  each  other  would  seem  to  abolish  all  Incentive  to  competition, 
and  the  commission  Is  forced  to  the  conclusion  that  the  practical  control  of 
the  several  railroads  mentioned  was  in  the  Pennsylvania  Railroad  Company 
and  the  New  York  Central  and  Hudson  River  Railroad  Company. 

It  further  appears  that  immediately  after  this  policy  of  purchasing  stocks  by 
the  Pennsylvania  Railroad  Company  in  other  railroad  companies  in  the  terri- 
tory was  established  that  the  rates  for  carrying  bituminous  coal  were  advanced 
and  maintained,  as  Indicated  in  another  part  of  this  report,  and  after  sucli 
stocks  had  been  acquired  and  the  Pennsylvania  Railroad  Company  had  accom- 
plished the  purpose  indicated  in  its  report  for  the  year  1899  of  uniting  "  with  tiie 
other  shareholders  who  controlled  those  properties  in  supporting  a  conservative 
policy,"  and  that  sufficient  stock  had  been  acquired  for  this  purpose  is  Indicated 
in  the  report  of  the  Pennsylvania  Railroad  Company  for  the  year  1902  as  fol- 
lows (record,  p.  1219)  : 

"  Your  board  Is  now  gratified  to  be  able  to  state  that  their  expectations  in  this 
respect  have  been  more  than  realized.  It  Is  confidently  believed  that  the  re- 
sults achieved,  and  tbe  fact  that  it  has  been  proven  to  be  possible  to  carry  on 
the  business  of  the  railroads  under  a  strict  adherence  to  tariff  rates,  as  well  as 
the  determination  shown  by  the  Government  authorities  and  the  courts  to 
enforce  the  law  (in  which  effort  they  will  have  the  active  assistance  of  all 
conservatively  managed  railroads),  will  prevent  a  return  to  old  methods.    The 
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doing  away  with  an  just  discriminations  and  preferences  betweeen  shippers,  and 
the  placing  thereby  of  the  transportation  business  of  the  country  upon  a  stable 
basis,  can  ndt  fail  to  brihg  about  better  relations  between  the  public  and  the 
raiUroad  companies,  and  must  also  add  largely  to  the  value  of  railroad  invest- 
ments and  to  the  security  of  the  business  interests  which  are  dependent  upon 
railway  transportation.  Your  management  having  accomplished  what  it  sought 
to  attain  by  the  policy  refferred  to,  and  having  completed  the  investments  then 
contemplated,  it  is  believed  that  further  acquisitions  of  this  character  will  be 
unnecessary.** 

The  commission  therefore  reaches  the  conclusion,  aside  from  the  question  of 
whether  the  Pennsylvania  Railroad  Company  had  a  majority  of  the  stoc'k  of 
tbe  other  railroad  ^ompanii^  mentioned,  that  as  a  matter  of  fact  the  Baltimore 
and  Ohio  Bailroad  Company,  Chesapeake  and  Ohio  Railway  Company,  and  the 
KiHrfoUc  and  Western  Railway  Company,  and  the  Philadelphia  and  Reading 
BB&way  Company  'Were  practically  controlled  by  the  Pennsylvania  Railroad 
Ooftepany  and  the  New  York  Central  and  Hudson  River  Railroad  Company. 
and  that  the  result  was  to  practically  abolish  substantial  competition  between 
the  carriers  of  coal  in  the  territory  under  consideration. 

ISitiee  the  cohxmission  closed  the  taking  of  evidence  in  this  investigation  it 
hhs  l)^h  advised  through  the  public  press  of  the  sale  by  the  Pennsylvana  Rail- 
road dompafty  of  its  stdckS  of  the  Chesapeake  and  Ohio  Railway  Company,  the 
BaTtfhi^e  artid  Ohio  Railroad  Company,  and  the  Norfolk  and  Western  Railway 
Cotia^ny,  or  a  pari:  thereof,  but  who  is  to  become  the  final  owner  of  the  stocks 
80  ■|*>ld  iB{tfd  control  these  roads  the  commission  is  not  advised.  This  action  on 
the  JJttrt:  6t  the  Pennssf^lvania  Railroad  Company  appears  to  the  Commission 
as  ^  riB<56ghititm  oh  its  part  of  the  public  demand  that  there  should  not  be  stock 
ownership  by  one  itoad  engaged  in  interstate  commerce  in  a  substantial  com- 
petitor also  engaged  in  interstate  commerce. 

(0)  Wh^ttier  fttiCh  carriers,  or  any  of  them,  limit  or  control,  directly  or 
inahrecQJr,  the  ontput  of  any  mincfs  or  the  price  of  coal  and  oil  fields  or  the 

pfriee  til  oft. 

The  ^tiadntle  d(Jtt8  Aot  disclose  aHy  direct  limitation  or  aittempt  to  curtail  the 
otH^t  df  coal  ifdh^s  hpon  the  lin^S  of  railroads  engaged  in  transportation  in 
tUb  t^d^t&ey  herein  set  forth,  except  that  in  some  instances  facilities  were  re- 
tch^  tb  cferttfin  Shippers  on  the  ground  that  the  carrier  had  as  much  coal  as 
it  WoflflHftifen  hfttiidle,  and  in  ^me  instances  this  would  appear  to  have  been 
b^ilHIi'ht  iaabfotit  by  the  iritcfrest  of  the  carrier  or  its  officers  in  the  mines  then  in 
ojperation. 

The  evidence  also  fails  to  disclose  any  direct  control  of  the  price  of  coal 
further  than  the  effect  which  may  have  been  had  thereon  by  the  several  asso- 
ciatLons  heretofore  described. 

FoiTBTH.  If  the  Intebstate  Commerce  Commission  Shall  Find  that  the  Facts, 
OB  Amr  op  Them,  set  Forth  in  the  Three  Paragraphs  Above  do  Exist, 
Then  That  it  be  Further  Required  to  Report  as  to  the  Effect  of  such 
!Relationship,  Ownership,  op  Interest  in  Coal  or  Coal  Properties  and 
Coal  Traffic,  or  Oil,  Oil  Properties,  or  Oil  Traffic  Aforesaid,  or  such 
Contracts  of  Combinations  in  Form  of  Trust  or  Otherwise,  or  Con- 
spiracy OR  such  Monopoly  or  Attempt  to  Monopolize  or  Combine  or  Con- 
SFiBE  AS  Aforesaid,  upon  such  Person  or  Persons  as  may  be  Engaged 
Independently  of  any  Other  Persons  in  Mining  Coal  or  Producing  Oil 
AND  Shipping  the  same,  or  Other  Products,  Who  May  Desire  to  so  En- 
QAGE,  OR  Upon  the  General  Public  as  Consumers  of  such  Coal  or  OiIi. 

As  will  be  seen  by  the  above,  the  commission  is  required  to  report : 

First  The  effect  upon  what  are  known  as  independent  operators  or  persons 
desiring  to  become  independent  operators,  or  upon  the  general  public  as  con- 
sumers of  coal,  which  may  be  brought  about  by  ownership  or  interest  in  coal 
and  coal  traffic  by  carriers  or  officers  or  employees  of  such  carriers ;  and 

Second.  The  effect  of  trusts  or  combinations  in  form  of  trusts  or  otherwise, 
or  conspiracy  or  monopoly,  or  attempt  to  monopolize  or  combine  or  cnspire  as 
aforesaid,  by  carriers  upon  persons  engaged  independently  of  any  other  persons 
In  mining  coal  and  shipping  the  same,  or  such  persons  as  may  desire  to  so  engage, 
or  upon  the  general  public  as  consumers  of  such  coal. 

Under  the  first  subdivision  of  the  fourth  heading  above  set  forth  the  com- 
mission reports  that  the  ownership  or  interest  in  coal  properties  and  coal 
traffic  by  carriers,  or  the  officers  and  employees  thereof,  has,  in  its  opinion,  in 
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many  instances,  brought  about  discriminations,  injustice,  and  inequalities  1b 
the  service  to  independent  operators,  and  has  prevented  many  persons  wbo 
desired  to  engage  In  mining  coal  from  doing  so,  and  that  such  relationship  or 
ownership  on  the  part  of  the  carrier  company  or  its  officers  and  emj^oyees  has 
produced  suspicion,  oftentimes  well  founded,  and  complaints  which  bring  upon 
the  carrier  company  and  its  officers  and  employees — whether  guilty  of  discrimi- 
nation or  not — the  enmity  and  ill  feeling  of  those  who  if  treated  fairly  should 
sustain  and  aid  the  carrier  company  in  its  useful  development. 

In  some  instances  the  effect  of  such  ownership  has  been  to  stimulate  ab- 
normally the  favored  companies.  By  this  condition,  also,  competition  has  been, 
to  some  extent,  hampered  from  the  fact  that  persons  were  not  permitted  to 
develop  their  properties,  the  whole  tendency  of  which  would  be  to  increase  the 
price  of  coal  to  the  general  public  as  consumers  thereof. 

As  to  the  second  subdivision  of  the  fourth  heading,  the  combination  or  con- 
tracts of  the  several  carriers,  members  of  the  several  associations  heretofore 
BiMmtioned,  has  had  the  effect  of  increasing  freight  rates  and  also  the  price 
of  coal  to  the  consumers  thereof. 

Fifth.  That  Said  Commission  be  Also  Requibed  to. Investigate  and  Rspobt 
THE  System  of  Cab  Supply  and  Distbibution  in  Effect  Upon  thk  Several 
Railway  Lines  Engaged  in  the  Tbanspobtation  of  Ck>AL  ob  Oil  as  Afobb- 

SAID,   AND  WheTHEB   SaID   SYSTEMS   ABE   FAIB  AND  EQUITABLE,   AND   WHBTHBB 

Same  abe  Carbied  Out  Faibly  and  Pbopebly;  and  Whetheb  Said  Cabedebs, 
OB  Any  of  Them,  Discbiminate  Against  Shippbbs  Wishing  to  Become  Ship- 
pebs  Oveb  Theib  Sevebal  Lines,  Eitheb  in  the  Matter  of  Distribution  of 
Cabs  ob  in  Fubnishing  Facilities  ob  Jnstbumentalities  Connected  With 
Receiving,  Fobwabding,  ob  Cabbying  Coal  ob  Oil,  as  Aforesaid. 

Under  this  paragraph  the  commision  is  required  to  investigate  not  only  the 
system  of  car  supply  and  distribution  in  effect  but  also  to  make  report  whether 
said  systems  are  fair  and  equitable,  whether  the  same  are  carried  out  fairly  and 
properly,  and  whether  discrimination  has  been  or  is  now  practiced  by  the  car- 
riers against  shippers  or  prospective  shippers,  either  in  the  matter  of  distrlbu- 
ton  of  cas  or  in  furnishing  facilities  or  instrumentalities,  which  includes  not 
only  the  question  of  car  supply  but  also  side  tracks,  terminal  or  tide-water 
facilities,  movement  of  cars,  fuel-supply  coal  for  railroads,  special  allowances 
for  lateral  railroads  or  services  performed  by  the  shipper.  We  will  take  these 
up  In  their  order. 

(a)  Cab  Supply  and  Distbibution. 

NORFOLK    AND    WESTERN    RAILWAY   COMPANY. 

The  conl  territory  served  by  the  Norfolk  and  Western  Railway  Company  is 
divided  into  five  regions  (p.  2449)  or  fields,  namely,  the  Pocahontas,  the  Clinch 
Valley,  the  Tug  River,  the  Thacker,  and  the  Kenova.  Car  distribution  is  made 
on  a  percentage  basis  (p.  2451).  Two  methods  are  employed  at  arriving  at  the 
percentages.  In  the  Pocahontas  field,  the  distribution  Is  based  upon  the  number 
of  coke  ovens  erected;  in  the  other  fields  the  dlstributon  is  on  the  loading- 
capacity  basis  (p.  2451),  and  the  distribution  between  the  fields  is  on  the 
loading-capacity  basis. 

Each  operator  of  the  Pocahontas  field  gets  the  same  proportion  of  cars 
assigned  to  service  In  that  field  that  the  number  of  coke  ovens  erected  by  him 
bears  to  the  total  number  of  coke  ovens  in  the  field  (p.  2454),  except  that  there 
are  certain  cars  assigned  to  several  operators  In  the  field  and  known  as  "arbi- 
trary cars,"  which  arbitrary  assignment  of  cars  was  originally  arrived  at  by 
agreement  among  the  operators  and  the  railroad  company,  and  these  "  arbitrary 
cars  "  amoimt  to  about  6  per  cent  of  the  equipment  in  service  in  the  field  (p. 
2455).  In  addition  to  that,  several  operators  get  a  distribution  upon  an  allotted- 
oven  basis,  which  also  arose  out  of  agreement  between  the  operators  in  the 
field  and  the  railroad  company,  to  wit,  that  certain  operations,  about  three  or 
four,  should  be  allowed  a  distribution  on  an  allotted  number  of  ovens  which 
were  not  in  reality  built. 

The  loading-capacity  basis  In  effect  in  the  other  fields  than  the  Pocahontas 
(p.  2464)  is  arrived  at  by  rating  each  mine  at  the  quantity  of  coal  which  each 
operator  can  load  into  cars  in  a  day,  and  working  out  the  percentage  of  all  of 
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the  equipment  for  service  in  each  field  to  which  each  operator  is  entitled  in  the 
proportion  that  the  amount  he  can  load  bears  to  the  total  amount  which  can  be 
loadtd  in  that  field  daily  (p.  2465). 

Tte  basis  between  the  several  fields  Is  determined  every  three  or  six  moi^^ 
(p.'  9185),  when  the  car  supply  has  been  sufficient  to  give  the  operations  a  good 
fsitt  working  run  of  equipment  (p.  2465),  and  is  determined  on  the  loading- 
capscfty  basis  above  set  forth.  The  company  has  about  19,100  cars  in  the  ooal 
service  (p.  2451)  and  had  at  the  close  of  the  year  1905  under  contract  for  de- 
livery 6300  cars  (p.  2450),  2,000  of  which  have  been  delivered  and  are  included 
iti  the  number  above  stated. 

The  cars  supplied  to  operators  furnishing  fuel  or  company  coal  are  not  charged 
against  the  percentage  of  such  operators,  but  are  furnished  in  addition  to  the 
I>ercentages.  The  company  uses  in  the  neighborhood  of  1,300,000  tons  of  fuel 
coal  annually  (p.  2476).  In  the  Pocahontas  field,  where  distribution  of  cars  is 
made  on  a  coke-oven  basis,  whenever  there  is  a  change  in  the  number  of  ovens 
in  the  field  a  new  percentage  sheet  is  sent  to  the  operators  (p.  2469),  and  a 
monthly  bulletin  is  issued  which  reflects  the  distribution  that  has  been  made  in 
accordance  with  the  percentages  (p.  2470).  If  any  equalities  appear,  they  are, 
as  explained  by  Mr.  D.  B.  Spangler,  superintendent  of  transportation  (p.  2471), 
^'evened  up  the  next  months."  This  prevails  over  the  entire  road  (p.  2471), 
and  any  operator  is  permitted  to  know  the  percentage  allotted  to  other  operators 
<p.  2471). 

The  mines  on  this  road  are  working  about  two-thirds  of  the  time  (p.  2483), 
the  coal  equipment  in  six  years  has  trebled  (p.  2488),  and  one  of  the  good 
effects  of  the  publicity  given  in  the  matter  of  car  distribution  is  the  appar- 
ently friendly  relations  heretofore  existing  between  the  operators  and  the  car- 
rier and  the  willingness  of  the  carrier  to  correct  any  errors  in  rating  or  distri- 
bution.   This  is  descibed  by  Mr.  D.  E.  Spangler  (p.  2491)  as  follows: 

"  Under  our  system  we  get  pretty  close  to  o\ir  operators.  They  come  in  and 
talk  to  us  and  we  take  a  half  a  day  off  sometimes  with  them  to  argue  out  some 
little  point,  and  I  believe  they  have  a  good  feeling  for  us.  They  are  always 
welcome  in  my  office  at  Roanoke  and  always  to  the  distributor's  office  at  Blue- 
field.  And  if  a  man  comes  in  and  has  any  tale  to  tell  us  why  he  isn't  getting  a 
£Ood  show  we  listen  to  him.  He  likely  sizes  his  mine  up  with  another  mine  and 
he  will  watch  that  other  mine,  and  if  he  gets  about  what  they  do  he  is  satisfied; 
if  he  doesn't  get  it  he  comes  to  us  about  it,  and  we  will  correct  it  if  we  think 
he  is  entitled  to  more  cars  than  he  gets.  *  *  *  We  adjust  any  of  our 
troubles  any  time  a  man  comes  to  us  and  convinces  us  that  he  is  entitled  to  more 
than  he  is  getting." 

The  company  has  expended  since  1896  about  $27,000,000  for  additional  car  and 
locomotive  equipment  (p.  2481),  and  while  it  is  admitted  that  it  has  not  suffi- 
cient equipment  to  carry  the  business  offered  (p.  2468)  and  has  not  been  able 
to  keep  up  with  the  development  of  the  territory  through  which  the  road  passes 
(p.  2480),  the  policy  of  the  road  has  been  to  encourage  new  operations  (p. 
2478).  A  new  operation  is  required  to  enter  into  an  agreement  to  furnish  a 
certain  portion  of  their  output  to  the  railroad  company  for  fuel  purposes  at  the 
prevailing  fuel  price  of  the  district,  which  price  since  1904  has  been  85  cents 
per  ton  (p.  2473),  and  this  price  is  less  than  that  for  commercial  coal  (p.  2474). 
The  various  shippers  of  coal  on  this  railroad  who  testified  expressed  the  opinion 
that  the'system  of  car  distribution  was  fairly  and  properly  caiTied  out. 

• 

CHESAPEAKE    AND    OHIO    RAILROAD    COMPANY. 

The  coal  territory  on  the  Chesapeake  and  Ohio  Railroad  is  divided  into  two 
districts,  the  Eastern  or  New  River  and  the  Western  or  Kanawha. 

The  whole  equipment  assigned  to  the  coal  service  is  divided  between  the  two 
districts  on  a  percentage  basis,  which  averages  daily  53.6  per  cent  for  the  New 
River  district  and  46.4  per  cent  for  the  Kanawha  district  (p.  2245).  The  per- 
centages between  the  two  districts  vary  from  one  month  to  another  and  are 
readjusted  at  frequent  intervals  (p.  2246),  and  the  percentage  of  each  district 
Is  arrived  at  by  the  total  car  percentage  to  which  the  the  mines  in  usch  districts 
are  entitled  (p.  2245). 

Each  mine  on  this  road  is  entitled  to  the  same  percentage  of  cars  in  the  coal 
service  that  the  capacity  of  such  mine  bears  to  the  total  capacity  of  all  the 
mines  in  that  district.  In  the  Kanawha  district  the  mines  are  rated  as  to 
capacity  by  a  committee  composed  of  two  operators  chosen  by  the  operators, 
and  the  assistant  superintendent  of  the  railroad  company  (p.  2247),  while  the 
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mines  in  tlie  New  River  district  are  rated  by  an  assistant  superintendent  of  the 
railroad  company,  the.  operators,  altliougli  requested,  having  dieclined  to  ai^int 
a  committee  form  their  number  for  this  purpose  (p.  2260).  This  system  seene 
to  be  satisfactory  to  the  operators  in  that  district  (p.  2^2^). 

The  company  has  about  16,000  cars  for  the  coal  tvadQ  (p.  22^)  and  Teoeiies 
foreign  cars  for  coal  service,  which  are  treated,  19  ^^  matter  of  diStribntlOD, 
as  Chesapeake  and  Ohio  Railway  (Company  cars  <p.  2256^),  aaad  no  arMtrary 
allotment  is  made.  No  "  individual  cars  "  are  i^  service  npon  tbi»  road^  witb 
the  single  exception  of  25  cars  wldch  the  Stevens  Coal  Company  own  and  use  od 
a  branch  line  to  bring  its  coal  to  be  loaded  on  water  craft  (p.  1^44). 

The  operations  on  this  road  have  increased  in  output  since  the  year  1900 
about  223  per  cent,  and  in  the  same  period  of  time  the  equipment  has  increased 
192  per  cent  (p.  2267),  but  at  no  time  has  the  company  ever  been  able  to 
furnish  its  shippers  over  35  per  cent  of  equipment  desired  (p.  2265),  owing  to 
Its  inability  to  get  its  cars  returned  from  connecting  lines  (p.  2267). 

It  appears  from  the  evidence  (p.  2246)  that  the^  nuethods  of  the  railway 
company  in  the  distribution  of  cars  are  known  to  the  public,  and  It  seems  to 
endeavor  to  accord  the  same  treatment  to  all  of  its  shippers.  The  operators 
have  access  to  the  books  of  the  company,  have  representatives  at  headquarters, 
and,  as  stated  by  Mr.  C.  C.  Walker,  superintendent  of  transportation,  "know 
exactly  what  each  man's  allotment  is  and  know  exactly  how  many  cars  h^  got 
the  day  previous,  and  they  know  where  they  stand  for  cars.  There  is  a  Ust 
published  showing  how  each  mine  stands  for  cars  at  the  top  and  the  number  of 
cars  he  has  received  during  the  term  "  (p.  2246). 

The  company  purchases  about  4,000  tons  of  fuel  coal  a  day  (p.  2254),  and 
prior  to  the  1st  of  April,  1906,  assigned  arbitrary  cars,  not  charged  against  tbe 
percentages  of  the  operators  furnishing  the  same  (p.  2252),  but  as  the  result 
of  complaint  of  some  of  the  operators  (p.  2254),  since  that  time,  so  feir  as 
possible,  cars  for  fuel  coal  have  been  charged  against  the  rating  of  the  operators 
and  treated,  in  the  distribution,  as  any  other  cars  (p.  2253). 

The  shippers  of  coal  on  this  railroad  who  testified  expressed  the  opinion  tbat 
the  system  of  car  distribution  was  fairly  and  properly  carried  out. 

WESTEBN    MABYLAND   BAILBOAD    COMPANY. 

The  coal  operations  on  the  Western  Maryland  Railroad  are  on  the  West  Vir- 
ginia division  (p.  6277).  Its  freight  equipment  consists  of  about  6,000  cars, 
4,000  of  which  are  in  the  coal  service  (p.  6258).  It  also  has  the  use  of  other 
equipment  from  connecting  lines,  and  such  equiment  is  distributed  on  the  same 
basis  as  its  own  equipment,  whether  intended  for  fuel  for  foreign  roads  or  com- 
mercial purposes  (p.  6258).  The  evidence  does  not  disclose  whether  or  not 
there  are  any  "individual  cars  "in  service  on  the  road.  On  the  line  of  this 
road  are  situate  16  operations  owned  by  the  Davis  Coal  and  Coke  Company, 
which  is  owned  by  the  Western  Maryland  Railroad  Company,  and  40  mines 
known  as  "independent  operations"  (p.  6253),  and  during  the  period  from 
December  1,  1905,  to  May  31,  1906,  the  Davis  Coal  and  Coke  Company's  pro- 
portion of  coal  cars  was  63.9  per  cent  and  the  independent  companies  36.1  p«r 
cent  (p.  6252). 

It  appears  from  the  evidence  (p.  6242)  that  no  effort  is  made  by  the  railroad 
company  to  establish  a  system  of  mine  rating  (p.  6242).  They  claim  to  dis- 
tribute cars  to  the  operators  on  a  tonnage  basis  (p.  .6243),  and  this  is  «k- 
plained  by  Mr.  A.  Robertson,  the  general  manager  of  the  railroad  ccMnpany 
(pp.  6243-6244),  as  follows: 

"  Mr.  Whitney.  You  do  not  make  any  examination  of  the  capacity  of  the 

mine? 

"  Mr.  ROBEBTSON.  No ;  we  only  make  an  investigation  so  far  as  placing  the 
cars,  and  if  they  can  not  load  the  cars  we  cut  down  the  supply  of  cars. 

"  Mr.  Whitney.  I  mean  you  do  not  send  anybody  to  examine  the  interior  of 
the  mine? 

"  Mr.  Robertson.  No  ;  we  never  had  that  practice." 

The  mine  ratings  as  thus  obtained  are  neither  published  nor  posted  (p.  6244), 
but  a  shipper  is  furnished  the  information  if  request  is  made  of  the  superin- 
tendent (p.  5246),  and  would  be  given  full  information  not  only  as  to  his  own 
rating  but  also  that  of  another  operator  (p.  6246),  said  rating  being  revised 
about  every  six  months  (p.  6274). 

These  ratings  are  subject  to  change  upon  the  application  of  the  operator  (p 
6249) f  and  the  statement  of  the  operator  as  to  his  ability  to  produce  more 
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tonnage  is  accepted  without  investigation  of  the  mine  or  mines  (p.  6250),  and 
practically  amounts  to  a  rating  of  the  mine  by  the  operator  (p.  6250),  and  this 
percentage  or  rating  system  is  not  in  use  except  when  the  supply  of  cars  is 
Insufficient  to  give  every  operator  a  full  supply  (p.  6269). 

The  road  uses  about  800  tons  of  fuel  coal  per  day,  which  is  purchased  from 
the  Davis  Coal  and  Coke  Company  (p.  6255),  but  the  cars  for  this  tonnage  are 
charged  against  the  regular  percentage  of  the  mines  furnishing  the  same 
(p.  6250). 

NEW   YOBK  CENTBAL  AND  HUDSON  BIVEB  BAILBOAD  COMPANY. 

The  coal  territory  served  by  the  New  York  Central  and  Hudson  River  Bail- 
road  is  confined  to  its  Pennsylvania  division,  or  what  is  commonly  known  as 
the  Beech  Creek  district,  which  is  divided  into  12  mining  districts  (p.  4545), 
and  each  of  these  is  given  a  rating  for  car  distribution.  Cars  are  distributed  on 
a  tonnage  basis,  and  this  method  was  determined  upon  about  March,  1905,  owing 
to  the  varying  capacities  of  the  cars  in  the  coal  service,  as  it  would  be  possible 
when  distributioD  was  made  on  a  car  basis  to  give  one  shipper  a  greater  loading 
capacity  than  another  even  though  each  received  the  same  number  of  cars. 
Under  the  tonnage  basis  the  aggregate  capacities  of  the  cars  delivered  for  load- 
ing are  charged  against  the  rating  of  the  mine  or  mines. 

Mines  are  rated  by  the  railroad  employees  (p.  4546)  as  to  the  possible  output 
and  by  actual  shipments,  taking  into  consideration  the  underground  development 
and  method  of  working  the  mines  (p.  4546i).  The  examinations  of  mines  are 
not  made  by  expert  engineers,  but  by  train  masters  and  assistant  train  masters 
(p.  4547).  These  ratings  are  simply  an  exercise  of  the  best  judgment  of  the 
railroad  officials  from  data  gathered  by  them  (p.  4549).  They  are  not  posted 
and  are  subject  to  change  at  any  time  (p.  4550). 

In  the  distribution  every  car  is  counted  (p.  4556).  There  are  no  private  or 
"Individual  cars"  in  service  on  the  road,  the  reason  therefor  being  as  stated 
by  Mr.  C.  H.  E>wlngs  (p.  4557),  "as  the  business  increases  our  company  has 
provided  the  additional  equipment  so  far  as  it  was  thought  consistent." 

The  New  York  Central  and  Hudson  Blver  Bailroad  Company  obtains  its 
supply  of  coal,  to  a  large  extent,  from  the  Clearfield  Bituminous  Coal  Corpora- 
tion (p.  4559),  the  entire  capital  stock  of  said  company  being  owned  by  the  rail- 
road company  (p.  4499),  and  under  agreement  of  17th  January,  1901  (p.  4493), 
by  purchases  from  the  Beech  Creek  Coal  and  Coke  Company  of  "  at  least  500,000 
tons  of  coal  in  each  and  every  year  from  the  date  hereof  for  use  as  fuel." 

In  the  distribution,  the  company  reserves  the  right  to  deliver  cars  to  the 
Clearfield  Bituminous  Coal  Corporation  for  its  fuel  supply  (p.  4571)  and  cars 
are  furnished  freely  (p.  4558),  and  while  the  mines  of  the  Clearfield  Bituminous 
Coal  Corporation  are  rated,  it  is  not  held  strictly  to  the  rating,  as  the  railroad 
company  endeavors  to  fill  its  order  daily,  particularly  so  if  in  need  of  coal  (p. 
4572),  but  in  its  dealings  with  all  other  operators  on  its  line  each  and  every  car 
delivered  to  other  companies,  other  than  the  Clearfield  Bituminous  Coal  Cor- 
poration, whether  to  be  loaded  with  fuel  or  commercial  coal,  counts  against 
the  rating  (p.  4559). 

There  are  only  about  25  operators  shipping  coal  on  this  road  (p.  4571),  nearly 
all  of  whom  own  several  mines. 

Two  witnesses  representing  the  largest  operators  on  the  road,  Mr.  James 
Kerr,  president  Beech  Creek  Coal  and  Coke  Company,  and  Mr.  Rembrandt 
Peale,  president  of  Peale,  Peacock  &  Kerr  (Incorporated),  appeared  before 
the  commission  as  witnesses,  and  their  statement  was  to  the  effect  that  while 
there  were  frequent  periods  when  the  car  supply  was  inadequate,  yet  on  the 
whole  the  policy  of  the  road  was  to  be  fair  (p.  4670),  and  while  the  operators 
have  at  times  suffered  by  not  having  a  sufficient  supply  of  cars,  upon  examina- 
tion they  were  satisfied  that  they  had  not  been  discriminated  against  (p.  4703). 

Upon  the  distribution  sheets  as  presented  by  the  witnesses  it  appears  that  all 
the  mines  of  an  operator  in  each  district  are  grouped  and  rated  as  a  whole,  and 
cars  distributed  on  such  allotment,  regardless  of  whether  all  the  mines  included 
in  said  allotment  were  in  operation  or  not,  which  the  commission  thinks  may  be 
used  to  create  inequalities. 

It  also  appears  from  the  evidence  that  by  the  terms  of  the  agreement  between 
the  railroad  company  and  the  Beech  Creek  Coal  and  Coke  Company  (p.  4491) 
the  railroad  company  bound  Itself  to  "  promptly  furnish  cars  for  the  transporta- 
tion "  of  at  least  1,000,000  tons  of  coal  annually  as  same  shall  be  required,  but 
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it  will  be  noted  that  said  agreement  is  silent  as  to  the  effiect  of  said  obligation 
upon  other  shippers,  or  upon  the  system  of  car  distribution. 

While  the  evidence  discloses  that  this  road  is  fairly  well  provided  with  equip- 
ment, and  while  few,  if  any,  instances  of  unfair  practices  in  car  distribution 
were  shown,  the  unsatisfactory  features  of  the  present  system  are : 

First.  The  grouping  of  mines  owned  by  one  operator  for  distribution  as  to 
percentage,  whether  such  mines  are  in  operation  or  not. 

Second.  The  insufficient  method  of  rating  mines. 

The  first  is  apparently  most  unjust  to  the  small  operator  with  a  single  mine, 
for  under  the  grouping  arrangement  if  one-half  of  the  mines  of  an  operator  were 
closed  down  the  full  allotment  of  cars  would  be  given  to  the  other  mines  of  said 
operator,  irrespective  of  capacity  of  the  mine  receiving  the  cars  (p.  4570),  thus 
giving  the  mine  an  unfair  opportunity  to  increase  its  output  and  rating.  It 
places  it  in  the  power  of  the  operator  to  increase  the  rating  of  any  i>articular 
mine  at  will. 

The  second  is  objectionable  for  the  reason  that  the  rating  of  mines  is  done  by 
inexperienced  employees  engaged  in  other  duties  (p.  4546^),  giving  considera- 
tion only  to  the  subdistricts  (p.  4546)  in  which  they  are  employed,  and  are  more 
susceptible  to  local  influences  than  a  person  or  committee  who  would  impartially 
rate  districts  as  a  whole. 

BUFFALO,    BOCHESTEB    AND    PITTSBURG    RAILWAY    COMPANY. 

The  coal  territory  of  this  read  is  confined  to  the  middle  and  Pittsburg  divi- 
sions (p.  1652).  It  was  claimed  by  the  general  superintendent  that,  with  one 
exception,  this  road  had  nearly  the  largest  equipment,  in  proportion  to  its  mile- 
age, of  any  road  in  the  United  States,  having  27  cars  per  mile,  and  out  of  a 
total  equipment  of  13,000  cars  11,000  were  for  the  coal  trade  (p.  1656). 

This  road  does  not  have  any  system  of  mine  rating,  and  this  is  explained  by 
the  fact  that  75  to  80  per  cent  of  freight  carried  by  said  road  was  from  the  coal 
companies  owned  by  the  Buffalo,  Rochester  and  Pittsburg  Railway  Company 
(p.  1679).  This  is  more  clearly  brought  out  in  the  evidence  when  Mr.  W.  T. 
Noonan,  general  superintendent,  testified  that  during  the  month  of  March,  1906, 
out  of  a  total  of  18,418  cars  of  bituminous  coal  shipped  on  this  road  16,501  cars 
thereof  were  produced  by  companies  owned  by  the  railway  company.  The  man- 
ner in  which  cars  are  distributed  is  explained  by  the  following  evidence  (p. 
1652)  : 

"  Mr.  Whitney.  What  is  the  system  of  car  distribution? 

"  INIr.  NooNAN.  Well,  the  orders  are  placed  by  the  coal  company  with  an  op- 
erator placed  in  their  office,  who  uses  the  name  of  the  division  superintendent, 
and  at  some  of  the  outlying  points  they  place  the  orders  directly  with  the 
yardniaster. 

"  Mr.  Whitney.  Yon  say  that  in  the  otece-of  each  coal  company  there  is  a  man 
who  represents  the  division  superintendent? 

"  Mr.  NooNAN.  No,  sir.  But  in  order  to  simplify  the  distribution  of  cars  the 
coal  company,  having  a  knowledge  of  whether  a  man  wants  a  100,000  or  40,000 
capacity  car,  or  a  Jersey  Central  or  a  Reading  or  a  New  York  Central  or  our 
own  car,  the  orders  being  in  their  office,  and  they  having  immediate  knowledge 
of  it,  in  order  to  simplify  it  and  avoid  lost  motion,  an  operator  is  placed  directly 
in  their  office  under  the  direction  of  the  division  superintendent. 

"Mr.  Whitney.  You  mean  a  telegraph  operator? 

"  Mr.  Noonan.  A  telegraph  operator.  They  place  their  orders  with  him,  and 
he  gives  instructions  in  the  name  of  the  superintendent. 

Mr.  Whitney.  That  isn't  the  case  with  the  small  coal  mines,  is  it? 
Mr.  Noonan.  With  the  outlying  coal  mines,  in  order  that  they  will  get  quick 
action  also,  the  orders  are  sometimes  placed  directly  by  them  with  the  local 
agent,  and  he  in  turn  places  it  with  the  train  dispatchers.     *     *     *  " 

Fuel  coal  is  supplied  almost  entirely  by  the  companies  owned  by  the  railway 
company  (p.  1678),  which  uses  about  500,000  tons  annually  (p.  1698). 

This  railway  company  has  no  system  of  car  distribution,  no  percentage  basis 
established  (p.  1691),  and  it  is  very  evident  that  independent  shippers  of  coal 
can  not  under  present  conditions  expect  to  receive,  nor  do  they  receive,  a  proper 
supply  of  emptj'  cars,  as  testified  by  Mr.  C.  F.  McCarty  (p.  2634),  nor  were  pros- 
pective shippers  encouraged  (pp.  2612-2625),  although  the  present  general  sui)er- 
intendent,  Mr.  W.  T.  Noonan,  testified,  in  answer  to  the  question  as  to  how  cars 
were  distributed  between  operations  owned  by  the  railway  and  others,  that  since 
his  connection  with  the  road,  December,  1904  (p.  1650),  "we  try  to  give  them 
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all  they  wanjt,  and  if  not  all  they  want,  their  full  proportion,  based  on  their  out- 
pot  and  thetr  ability  to  ship  promptly"  (p.  1691) ;  and  further  testified  that  at 
ppes^it  they  were  *' delighted  to  have  new  mines  located"  on  their  road  (p. 
1685). 

BUFFALO  AND  SUSQUEHANNA  MAILBOAD  COMPANY. 

This  company  began  carrying  coal  during  the  month  of  October,  1904  (p. 
6297),  and  at  present  there  are  no  coal  operations  on  its  road  except  those  of 
the  Buffalo  and  Susquelianna  Coal  Company,  which  is  a  corporation  owned  by 
the  railroad  company  (p.  6281).  The  question  of  car  distribution  is  not  im- 
portant on  this  road,  as  there  are  no  independent  operators  (p.  6249),  although 
the  comptroller  of  the  road  states  that  they  will  furnish  facilities  to  anyone 
who  will  develop  an  industry  (p.  6296). 

BALTIMORE  AND  OHIO  BAILROAD  COMPANY. 

On  the  Baltimore  and  Ohio  Railroad  two  elements  are  considered  in  the  sys- 
tem of  car  distribution  in  effect,  namely,  the  capacity  or  number  of  rooms  in 
the  mine  and  the  amount  of  shipments  (p. 427  and  Coal  File  Exhibit  26  A) — that 
is,  past  shipments  of  commercial  coal  (p.  396) — and  the  output  both  by  private 
or  "  individual  cars  "  of  the  mine  owner  and  cars  belonging  to  the  company  is 
taken  into  consideration  in  fixing  capacity  (p.  403),  and  in  arriving  at  the  per- 
centage of  cars  to  which  a  mine  is  entitled  the  shipments  count  two  points  and 
mine  openings  or  rooms  one  point  (p.  428).  The  rating  of  the  mines  is  made 
from  inspection  by  an  engineer  as  nearly  annually  as  possible  (p.  552),  and  a 
special  inspection  is  sometimes  made,  upon  complaint,  not  oftener  than  once  In 
six  months  (p.  2731). 

The  results  of  these  examinations  have  never  been  made  public,  and  while  an 
operator  may  ascertain  the  rating  of  his  mine  he  is  never  told  the  rating  of 
other  mines  in  his  vicinity  (p.  2732).  This  examination  or  inspectibn  is  de- 
scribed by  Mr.  Arthur  Hale,  general  superintendent  transportation,  as  including 
"the  physical  condition  of  the  mine,  the  number  of  rooms,  and  the  facilities 
they  have  for  getting  coal  to  the  cars  "  (p.  589). 

The  present  percentage  system,  as  determined  in  the  above  manner,  was  put 
into  effect  on  September  14,  1905,  and  continued  until  March  29,  1906  (p.  2944). 
The  first  system  of  distribution  of  cars  was  based  on  the  capacity  of  the  mine 
(p.  2968),  then  on  combining  capacity  of  mine  with  commercial  output  (p.  2969), 
and  finally  on  capacity  and  output  determined  at  a  time  when  mines  were  not 
on  a  percentage  (p.  2969),  to  wit,  in  the  summer  time,  when  the  mines  had  all 
the  cars  desired. 

The  first  system  was  inaugurated  about  1903,  the  second  about  1904,  and  the 
third,  or  one  in  present  use,  September,  1905  (p.  2970).  Prior  to  employing  an 
inspector  in  the  mines  the  information  as  to  capacity  was  obtained  by  trial 
(p.  2971),  but  that  system  was  not  satisfactory  and  productive  of  very  many 
complaints  (p.  2971).  * 

The  Baltimore  and  Ohio  Railroad  Company  in  the  distribution  of  cars  first 
places  the  *'  individual  car"  at  the  mines  of  the  car  owner  p.  387) ;  then  there 
are  certain  arbitrary  allotments,  namely,  cars  for  Baltimore  and  Ohio  fuel  and 
foreign  fuel — that  is,  fuel  for  foreign  railroads — foreign  cars  (p.  388  and  Coal 
File  Exhibit  26  A).  There  is  also  an  extra  allowance  of  cars  given  a  shipper  who 
promptly  handles  his  cars  at  a  tide-water  point  or  terminal  designated  as  Curtis 
Bay  (p.  511).  This  allowance  was  fixed  as  a  premium  of  a  certain  proportion 
of  cars  actually  unloaded  at  Curtis  Bay  during  the  previous  month  and  was 
fixed  at  50  per  cent  (p.  512)  of  cars  so  unloaded  and  has  been  in  effect  for 
about  one  year,  and  was  done  in  order  to  induce  shipments  to  Curtis  Bay,  and 
practically  amounted  to  an  arbitrary  allotment.  This  premium  was  discon- 
tinued early  in  1905  (p.  520),  but  reinstated  in  Sleptember  of  the  same  year. 

Private  or  "  individual  cars  "  are  in  service  on  the  Baltimore  and  Ohio  Rail- 
road, mileage  being  allowed  on  the  same  at  usual  rates,  namely,  6  miles  per 
mile  (p.  373).  No  limit  as  to  the  number  of  the  "individual  cars"  owned  by 
one  company  or  person  is  fixed  (p.  373),  and  no  contracts  are  entered  into 
regarding  the  handling  of  the  same  (p.  375),  the  transaction  being  a  verbal 
understanding  (p.  380)  or  agreement  not  always  with  the  same  oflacial. 

The  use  of  the  private  or  **  individual  car  "  on  this  road  is  explained  by  Mr. 
Hugh  L.  Bond,  jr.,  vice  president,  on  page  2184 : 
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"  The  Baltimore  and  Ohio  Railroad  Company  before  and  tbrougli  the  r«ceiver- 
Bhip  was  unable  to  raise  the  money  to  buy  cars.  It  encouraged  and  actually 
apijealed  to  the  coal  operators  along  its  line  and  its  subsidiary  roads  to  help, 
by  the  loan  of  their  credit,  the  purchase  of  coal  cars  for  their  particular  regions 
and  their  particular  mines,  *  *  *  In  the  first  place,  the  only  companies 
that  had  the  courage  to  help  us  were  the  Watson  companies,  in  West  Virginia, 
and  Senator  Camden's  companies,  and  Senator  Camden  acted  through  the  Mo- 
nongahela  River  Railroad. 

"  In  order  to  buy  those  cars  the  Baltimore  and  Ohio  Railroad  Company  and 
the  receivers  made  contracts  with  these  coal  companies  which  were  approved 
by  the  court  in  the  receivership  clause  under  which,  while  the  railroad  com- 
pany reserved  the  right  to  pay  back  the  money  and  stop  the  interest,  yet  even 
when  it  did  that  it  was  obliged  to  operate  those  cars  in  that  particular  trade 
for  a  period  of  years." 

Mr.  Bond  continued  (p.  2191)  : 

. "  Mr.  Glasgow.  Haven't  you  the  right  to  purchase  those  cars  under  the  agree- 
ment? 

"  Mr.  Bond.  We  have  the  right  to  pay  for  them,  which  we  have  done,  but  we 
can  not  cancel  the  agreement. 

"Mr.  Glasgow.  You  can  not  cancel  the  agreement  to  permit  them  to  nse 
them? 

"  Mr.  Bond.  We  can  not  cancel  the  agreement  to  permit  them  to  run  them  In 

certain  trades. 

******* 

"  Commissioner  Clements.  Do  you  take  them  over  to  the  Baltimore  and 
Ohio  whenever  you  take  up  the  bonds? 

"  Mr.  Bond.  No.  We  can  not  take  over  the  cars.  The  cars  are  under*  those 
agreements." 

(Page  2195:) 

"  Mr.  Glasgow.  Then  you  paid — that  is,  the  Baltimore  and  Ohio  Railroad 
Company  has  paid — for  all  the  bonds,  so  far  as  it  could  do  so,  on  those  cars? 

"  Mr.  Bond.  To  stop  the  interest. 

"  Mr.  Glasgow.  Yes;  but  where  the  coal  companies  come  in? 

"  Mr.  Bond.  They  borrowed  the  money  on  their  credit. 

"  Mr.  Glasgow.  You  paid  the  bonds  and  you  paid  the  interest? 

"  Mr.  Bond.  Yes,  sir;  I  told  you  in  the  first  place  it  was  a  loan  of  credit." 

And  a  further  explamitiou  is  made  by  him  (p.  2204)  as  follows: 

"We  specially  provided  that  the  payment  off  of  the  price  should  not  affect 
that  agreement,  and  it  is  further  specially  provided  in  those  agreements  tfiat 
those  cars  should  not  be  counted  in  the  allotment  of  cars,"  which  operated  to 
give  the  companies  these  cars  as  individual  cars.  This  arrangement  was  made 
some  time  in  the  year  1896  (p.  2202),  and  the  periods  to  be  covered  by  the 
agreements  were  ten  to  fifteen  years  (p.  2201).  Among  the  companies  entering 
into  this  plan  was  theg^Ionongahela  River  Railroad  Company  (p.  2202),  which 
was  the  owner  of  2.500  cars  treated  as  private  "  individual  cars  '*  in  the  dis- 
rtibution  (p.  592),  and  certain  rights  were  leased  by  it  to  the  Fairmont  Coal 
Company,  a  subsidiary  company  of  the  Consolidation  Coal  Company  (Cramp, 
Mitchell  &  Serrill  Manual  of  Statistics,  1905,  p.  501). 

The  Monongahela  River  Railroad  was  taken  over  by  the  Baltimore  and  Ohio 
Railroad  Company  (p.  2960),  and  it  was  subsequently  arranged  that  the  few 
mines  on  said  road  not  belonging  to  the  Fairmont  Coal  Company  were  to  have 
a  certain  distribution  of  cars,  and  all  the  Monogahela  River  cars  were  to  be 
devoted  to  the  Fairmont  Coal  Company's  service  (p.  2961)  as  though  they  were 
its  "individual  cars,"  but  are  treated  from  a  transportation  standpoint  as  tiie 
Baltimore  and  Ohio  Railroad  Company's  own  equipment  (p.  2965).  The  Con- 
solidation Coal  Company  also  controls  the  Cumberland  and  Pennsylvania  Rnil- 
road  Company  (p.  879),  having  conl  operations  on  said  road  (p.  364),  but  it  is 
considered  as  a  foreign  road  by  the  Baltimore  and  Ohio  Railroad  Company 
ofllcials  (p.  364).  Cars  are  delivered. by  the  Baltimore  and  Ohio  Railroad  Com- 
pany to  the  Cumberland  and  Pennsylvania  Railroad  Company  based  upon  a 
percentage  as  to  previous  shipments,  and  the  latter  company  makes  the  distri- 
Imtion  (p.  385).  but  the  effect  of  this  plan  is  very  clearly  brought  out  in  Mr. 
Arthur  Hale's  testimony  (p.  385),  as  follows: 

"  Mr.  Glasgow.  But  when  you  turn  over  those  cars  to  the  C.  and  P.  you  prac- 
tically turn  them  over  to  the  Consolidation  Coal  Company  for  distribution,  da 
you  not? 
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"  Mr.  Hale.  Why,  as  the  Consolidation  Coal  Compaby  controls  the  C.  and  P., 
we  do." 

The  general  superintendent  of  transportation  has  entire  charge  of  the  dis- 
tribution of  cars  (p.  359),  and  claims  that  the  Baltimore  and  Ohio  Rnilroad 
CJompany  tries  to  give  the  shipper  sufficient  cars  at  all  times  (p.  395).  The  per- 
centage system  has  only  been  in  force  for  about  eighteen  months  (p.  397).  In 
this  report  we  have  referred  to  the  ownership  of  the  Consolidation  Coal  Com- 
pany by  the  Baltimore  and  Ohio  Railroad  Company,  and  at  the  time  the  evi- 
dence was  presented  on  the  subject  of  car  distribution,  mine  rating,  etc.,  the 
status  of  the  two  companies  wfis  unchanged.  The  Consolidation  Coal  Company, 
by  reason  of  its  stock  ownership  in  railroads  and  other  coal  companies,  as  well 
as  by  its  own  production,  is  interested  in  much  more  than  one-half  of'  the  coal 
produced  and  shipped  on  the  lines  of  the  Baltimore  and  Ohio  Railroad  Company. 
To  take  up  in  detail  the  rating,  the  percentage,  and  the  production  of  esichof 
the  companies  in  which  the  Consolidation  Coal  Company  is  interested  dnd 
discuss  tiie  same,  would  make  this  report  too  voluminous. 

The  general  manager  of  the  Baltimore  and  Ohio  Railroad  Company  pre- 
sented to  the  commission  a  statement  (p.  1722)  showing  what  the  company  has 
done  in  the  way  of  providing  facilities  to  develop  and  take  care  of  its  traffic, 
particularly  its  coal  traffic,  since  March  1,  1896,  the  date  of  the  recelversbip. 
From  this  statement  the  following  facts  appear: 

In  1896  the  freight  equipment  consisted  of  26440  cars  (5,000  of  which  were 
in  need  of  repairs) ;  857  engines  (200  idle) ;  the  coal  and  coke  tonnage  amounted 
to  9  631,030  toha  At  the  end  of  the  fiscal  yenr,  June  30,  1905,  the  company 
had  82.283  cars  (41,985  especially  designed  for  the  coal  business)  ;  1,798  engines, 
all  in  good  condition;  coal  and  coke  tonnage  for  the  same  year  was  25  042.160 
tons,  and  the  bituminous  coal  tonnage  included  in  the  above  figures  is  stated 
as  follows  (p.  1727)  : 

Tons. 

For    ia% 6,445,417 

For   1905 18,048,986 

During  these  ten  years  the  company  expended  for  this  increase  of  equipments 
and  for  betterments  the  sum  of  $107,362,823  (p.  1727),  which  sum  included 
$25,752,0(X)  expended  for  new  caal  cars  (p.  1724). 

The  statement  from  which  the  above  figures  and  said  comparisons  are  taken 
closes  as  follows  (p.  1730) : 

"  In  summing  up  the  results  on  the  Baltimore' and  Ohio  Railroad  since  1896^  it 
might  fairly  seem  that  we  have  made  reasonable  provision  for  our  traffic.  As  a 
general  proposition  there  is  no  doubt  th^^t  there  has  been  a  great  advance  and 
development,  but  it  must  not  be  understood  that  we  have  satisfied  either  our- 
selves or  our  traffic  requirements  during  this  period.  Our  facilities  to-day  are 
probably  more  nearly  adequate  than  ever  before,  but  they  are  by  no  m^ans 
perfect,  and  in  the  years  past,  particularly  during  the  winter  months,  they  have 
often  been  greatly  overtaxed.  But  there  has  never  been  a  time  when  we  were 
not  getting  out  of  our  facilities  the  best  service  it  was  humanly  poss?ible»io 
secure,  rs  far  as  we  could  see.  Some  suggestion  has  been  made  that  the 
traffic  of  the  road  has  been  limited  by  restricting  the  use  of  its  facilities,  but  I 
know  from  my  pcisition  in  charge  of  matters  of  practical  operation  that  there 
has  been  absolutely  no  limitation  or  restriction  on  the  movement  of  tonnage 
•  *  *.  I  feel  certain  that  no  restrictive  policy  could  be  carried  out  on  the 
Baltimore  and  Ohio  Railroad  without  my  seeing  it  from  the  operating  end.  I 
have  seen  no  evidence  of  such  policy,  and  am  convinced  it  does  not  exist  and 
has  not  existed." 

The  statement  made  by  the  general  manager  of  the  Baltimore  and  Ohin  Rail- 
road Company  is  no  doubt  correct,  but  it  is  Significant  that  during  this  period 
of  remarkable  growth  in  the  coal  tonnage  on  said  road,  the  increase  of  its  equip- 
ment and  betterment  of  its  roadway,  some  coal  operators  were  compelled^  to 
dispose  of  their  plants  at  a  loss  because  they  were  unable  to  get  cars  (p.  2811 ) ; 
other  persons,  during  the  same  period,  desiring  to  become  shippers  were  sub- 
jected to  serious  discouragements  (p.  701),  that  being  the  policy  of  the  road; 
as  stated  by  Mr.  George  L.  Potter,  vice  president  (p.  633),  the  supply  of  cars 
was  irregular  (p.  5230),  while  other  operators  and  coal  companies  in  which 
the  Baltimore  and  Ohio  Railroad  Company  was  interested  indirectly,  by  reason 
of  its  stock  ownership  hereinbefore  set  forth,  increased,  developed,  and  ex- 
panded, and  it  would  appear  to  the  commission  that  the  system  of  car  distribu- 
tion In  ^ect  on  this  road  was  not  fair,  nor  was  it  adhered  to,  and  the.  reesxlt 
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thereof  was  to  increase  the  car  service  to  those  companies  in  which  the  Baltt- 
IBore  and  Ohio  Bailrood  €k>mpany  was  interested. 

The  effect  of  the  system  of  car  distribution 'in  use  upon  the  Baltimore  and 
Ohio  Railroad,  and  especially  the:;method  of  ascertaining  the  percentage  of  can 
to  wliich  each  shipper  is  entitled  by  talcing  the  output  in  the  sununer  timc^ 
resulted  in  increasing  the  percentages  of  the  large  operators  with  which  tba 
Baltimore  and  Ohio  Railroad  Company  was  interested  and  in  irregular  and  in- 
flufQcient  car  service  to  the  smaller  operators  who  did  not  own  "individaal 
cars  "  and  who  by  lack  of  regular  car  service  were  unable  to  make  satisfactory 
contracts  for  the  sale  of  their  output. 

It  was  also  made  apparent  to  the  commission  that  when  the  system  of  car 
distribution  is  made  up  on  the  two  elements  above  set  forth  and  the  amoimt 
of  coal  shipments  is  valued  as  two  points  and  the  valuation  of  physical  c;ip;»city 
as  one  point,  the  more  "individual  cars*'  an  operator  has  the  greater  will  be 
his  percentage,  and  since  contracts  can  only  be  taken  by  an  operatcfr  to  the 
amount  of  coal  shipments  for  which  he  will  probably  receive  cars,  the  operators 
who  have  "  individual  cars  **  can  take  very  many  more  and  larger  contracts 
in  proportion  to  the  capacity  of  their  mines  than  those  who  have  no  "  individual 
cars,"  and  thus  the  owners  of  "individual  cars"  are  enabled  to  ship  on  yearly 
contracts  during  the  dull  season,  which  is  the  summer  time,  and  during  that 
time  the  quantity  shipped  is  taken  as  the  most  potential  factor  in  arriving  at 
the  capacity  of  the  mines.  The  operator  who  has  no  "  individual  cars"  can  not, 
as  a  rule,  take  yearly  contracts,  because  during  the  winter  months  cars  are 
scarce  and  they  are  unable  to  secure  a  regular  and  sufficient  car  servica  As  a 
result  the  large  operators  with  "individual  cars"  grow,  and  the  small  shippers 
are  at  a  disadvantage. 

The  Baltimore  and  Ohio  Railroad  "  individual  cars "  are  in  use  by  the 
George's  Creek  Coal  nn<l  Iron  Company  and  the  controlled  or  subsidiary  coin- 
panics  of  the  Consolidation  Coal  Company  and  the  Fairmont  Ck>al  Company, 
and  the  effect  of  the  use  of  "  individual  cars  "  by  the  George's  Creek  Coal  and 
Iron  Company  hns  been  to  largely  increase  its  shipments  and  the  regularity 
thereof,  but  they  have  not  been  in  use  by  that  company  long  enough  to  indicate 
whether  the  ratings  of  its  mines  have  been  increased  thereby;  but  it  is  clear 
that  the  shipments  of  the  Fairmont  Coal  Company  and  its  subsidiary  or  affili- 
ated companies  have  been  largely  increased,  both  in  volume  and  regularity, 
and  that  the  rating  of  the  mines  controlled  by  this  interest  have  been  inflated 
thereby,  all  of  which  have  put  the  independent  operators,  who  have  no  indi- 
vidual cars,  at  serious  disadvantage. 

The  percentage  of  cars  allotted  to  an  operator  or  company  is  based  on  the 
rating  of  all  mines  owned  or  operated  by  him  or  it  added  together  (p.  399), 
and  the  cars  for  distribution  are  placed  at  such  mines  as  may  be  designated  by 
such  operator  or  company  ( p.  400 ) .  In  other  words,  under  this  system  in  effect 
«ach  mine  does  not  stand  upon  its  own  rating  for  car  distribution,  and  an 
operator  or  company  owning  several  mines,  if  he  or  it  desires,  can  increase  the 
rating  of  any  one  mine  owned  or  operated  by  him  or  it  by  directing  that  its 
total  allotment  or  percentage  be  placed  at  that  one  mine  (p.  400),  and  by  this 
manipulation  the  rating  of  each  mine  can,  in  turn,  be  increased. 

It  is  very  evident  that  this  system  can  be  unfairly  used  for  the  benefit  of  an 
operator  owning  a  number  of  mines  as  against  the  small  operator  with  only 
one  mine  (p.  401),  and  it  places  in  the  power  of  the  operator  with  more  than 
one  mine  to  increase  the  rating  of  any  one  mine  without  any  justification  there- 
for. Mr.  Arthur  Hale  further  states  (p.  402)  that:  The  possession  of  individ- 
ual cars  is  an  advantage  in  the  way  of  securing  large  and  even  output  to  a 
mine. 

It  was  claimed  on  the  part  of  the  railroad  company  that  with  the  exception 
of  individual  cars  all  shippers  were  treated  alike  in  the  arbitrary  allotment  of 
cars — that  is,  cars  for  company  fuel,  cars  for  foreign  railroad  fuel,  and  foreign 
cars  billed  to  shippers  (p.  338).  For  some  operators,  however,  a  rule  was  es- 
tablished that  for  every  car  coming  from  a  foreign  road  for  fuel  coal  the  Bal- 
timore and  Ohio  Railroad  Company  would  arbitrarily  give  that  operator  a 
car  of  its  own,  or  a  number  of  cars  wjual  to  those  received  from  the  foreign 
road  (p.  391). 

The  Baltimore  and  Ohio  Railroad  Company  uses  about  250  cars  of  fuel  coal 
per  day,  or  between  8  and  10  per  cent  of  the  equipment  for  available  distribution 
(p.  582),  and  about  one-fourth  of  the  coal  mined  on  this  road  goes  for  foreign 
railroad  fuel  (p.  583),  and  the  Fairmont  Coal  Company  shipped  "a  very  large 
percentage  of  foreign  railroad  tonnage"  (p.  391) ;  and  the  policy  of  the  Balfi- 
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more  and  Ohio  Railroad  Company  in  the  matter  of  fuel  coal,  as  explained  by 
Mr.  George  L.  Potter,  vice  president  (p.  625),  is  "  to  give  the  largest  shippers ^ 
pert  of  the  coal  order  to  enable  them  to  keep  up  their  organization  dntii^ 
periods  of  depression  or  when  they  were  short  of  orders."' 

It  appears  to  the  commission  that  the  system  of  car  distribution  and  rales 
governing  the  same  on  the  Baltimore  and  Ohio  Railroad  operate  to  the  advan* 
tage  of  the  Consolidation  Coal  Company  and  its  subsidiary  or  controlled  com- 
trolled  companies,  to  wit,  the  Fairmont  Coal  Company,  Pittsburg  and  Fairmont 
F*uel  Company,  Clarksburg  Fuel  Company,  Somerset  Coal  Company,  and  tb« 
Southern  Coal  and  Transportation  Company,  in  all  of  which  the  Baltimore  and 
Ohio  Railroad  Company  by  reason  of  its  stock  ownership  in  the  Consolidation 
Coal  Company  was  interested,  and  even  if  the  system  were  fair  that  there  are 
limitations,  exceptions,  and  rules  thereon  which  would  render  it  impossible  to 
fairly  and  equitably  carry  the  same  out. 

PENNSYLVANIA    RAILROAD    COMPANY. 

The  evidence  as  to  the  past  and  present  system  of  rating  mines,  car  distri- 
bution, siding  connections,  and  facilities  for  shipping  by  the  Pennsylvania 
Railroad  Company  was  voluminous,  and  it  is  impracticable  to  undertake  to 
review  in  detail  the  evidence  on  this  subject. 

The  bituminous  coal  tonnage  of  this  road  in  the  year  1899  was  16,418,000 
tons,  and  for  the  coal  year  ending  April  1,  1906,  20,446,000  tons  (p.  6391). 

The  annual  report  of  the  Pennsylvania  Railroad  Company  for  the  .year  end- 
ing December  31,  1905  (p.  74),  states  that  there  were  in  service  on  its  lincw 
325,579  cars,  known  as  **  gondolas,"  of  which  number  the  lines  west  of  Pitts- 
burg owned  42,662,  this  character  of  car  being  engaged  in  the  coal  trade.  A 
list  of  the  companies  owning  individual  cars  operated  upon  this  road,  setting 
forth  the  number  owned  by  each,  was  presented  to  the  commission,  which 
shows  a  total  of  26,102  individual  cars  in  the  coal  service,  with  the  ownership 
thereof  in  47  operators  or  corporations,  and  also  1,397  cars  owned  by  thi 
Susquehanna  Coal  Company,  an  anthracite  coal  operating  and  selling  company, 
the  entire  capital  stock  of  which  is  owned  by  the  Pennsylvania  Railroad 
Company    (p.  3949). 

Prior  to  the  1st  of  January,  1906,  the  rating  of  mines  for  car  distribution 
was  made  by  the  division  superintendents  of  the  railroad  company,  with  the 
approval  of  the  general  superintendent,  bpsed  upon  the  general  knowledge  of 
the  tonnage  that  could  be  actually  shipped  from  each  mine  when  the  car  sup- 
ply was  ample  (p.  3346). 

On  May  1,  1906,  a  general  revision  of  the  ratings  of  all  bituminous  mines 
was  put  into  effect  (p.  3347).  This  rating  was  arrived  at  by  obtaiuing  iufor- 
mation  from  the  shipper  and  by  expert  engineers  making  examinations  of  the 
physical  capacities  of  the  mines  to  produce  coal,  taking  into  consideration  the 
number  of  rooms,  thickness  of  veins  operated,  average  tonnage  mined  per  day, 
capacity  of  haulage  system,  condition  of  tipple,  and  everything  affecting  physical 
capacity,  but  not  taking  into  consideration  the  number  of  men  working  (p. 
3347),  and  also  by  ascertaining  the  commercial  tonnage  for  the  previous  year 
(p.  6403),  and  each  of  these  elements  was  counted  equally  (p.  0404). 

This  rerating  or  new  system  of  rating  was  decided  upon  after  consideration 
by  a  committee  of  railroad  officials  (p.  6401)  and  was  broncrht  about  as  the 
result  of  inequalities  caused  by  adjustments  of  division  superintendents  under 
the  old  system  (p.  3346).  It  appears  from  the  evidence  of  Mr.  P.  E.  Womels- 
dorff,  a  mining  engineer  (p.  5357),  that  during  the  yenr  1905  he  made  an  ex- 
amination of  the  capacities  of  several  mines  which  had  been  rated  by  the  rail- 
road company  and  when  a  comparison  of  his  rating  with  those  of  the  railroad 
company  was  had  there  were  wide  discrepancies.  This  same  witness  expressed 
the  opinion  that,  in  rating  mines,  physical  capacity  to  produce  coal  only  should 
be  considered  (p.  5356),  and  that  the  exnmination  of  mines  should  be  made 
by  expert  engineers  having  no  connection  with  either  the  railroad  company  or 
the  shipper.  While  this  new  system  of  rating  mines  was  not  completed  until 
May  1,  1906,  it  was  put  into  effect  in  one  region  or  district  on  November  1, 
1905,  and  in  other  districts  on  January  1,  1906  (p.  640G).  and  the  opinion  was 
expressed  by  Mr.  J.  B.  Thayer,  vice  president  (p.  6405),  that  the  revised  system 
is  the  fairest  possible,  and  rhat  while  it  may  not  be  perfect  it  should  be  given 
a  trial,  and  if  any  inconsistencies  or  inequalities  develop  that  the  railroad 
company  would  change  them.  These  ratings,  as  thus  obtainetl,  are  stated  on 
the  uniform  distribution  sheets  in  use  on  each  division,  as  will  be  seen  by  coal 
record  file  No.  88. 
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Prior  to  the  revision  above  referred  to,  there  seems  to  have  been  no  estab- 
lished system  of  car  distribution  in  effect  on  the  Pennsylvania  Railroad  which 
was '-adhered  to,  but  in  times  of  car  scarcity  the  distribution  seems  to  have 
been  more  by  special  order,  principally  by  telegrams,  rather  than  upon  any 
acenrate  and  well-defined  apportionment  of  cars  on  a  fair  and  established 
system. 

For  the  purpose  of  car  distribution  the  Pennsylvania  Is  divided  Into  the  fol- 
lotHng  divisions :  Tyrone;  Pennsylvania  and  Northwestern;  Pittsburg  East-End; 
Pittsburg  West-End;  South  Fork  and  Scalp;  Cambria  and  Clearfield;  West 
Penn;  Monongahela;  Allegheny  Valley  (p.  91),  and  the  equipment  is  divided 
between  thepc  divisions  by  the  car  distributer,  who  is  subject  to  the  Instructions 
of  the  general  superintendent  (p.  94),  and  on  the  several  divisions  the  dis- 
tribution of  cars  Is  made  to  the  operators  by  the  train  masters. 

While,  as  stated  rbove,  there  wns  a  theoretical  system  of  car  distribution 
In  force  on  the  Pennsylvania  Railroad  for  the  division  of  cars  among  Its  coal 
operators  prior  to  Jjmuary  1,  1006.  yet.  as  stated  by  Mr.  G.  W.  Clark,  car 
distributer,  it  was  only  a  theoretical  system  and  the  practical  method,  in  vogue 
tip  to  the  commencement  of  this  investigjitlon.  of  distributing  cars  was  from 
the  general  offices  of  the  Pennsylvania  Railroad  Company  at  Broad  Street 
Station,  Philadelphia.    Mr.  CL'rk  spys  (p.  3037) : 

"Mr.  Glasgow.  So  that  while  you  had  a  sheet  for  the  distribution  of  cars, 
yotir  real  distribution  of  cars  came  by  special  orders  from  Broad  Street  Station, 
didn't  It? 

"Mr.  Clask.  No,  sir.    . 

"  Mr.  Glasgow.  Well,  now,  tell  us  why  It  didn't  for  you  have  said  that  was 
the"  reason? 

"  Mr.  Clark.  As  I  say  we  had  special  orders  from  Broad  Street  Station,  but 
that  was  not  the  real  distribution.  Some  days  the  special  orders  might  only 
be  15  per  cent  of  the  total  cars  distributed,  then  the  distribution  we  made  was 
on  percentage. 

"  Mr.  Glasgow.  Sometimes  they  would  be  85  per  cent,  wouldn't  they? 

♦*Mr.  Clark.  No,  sir;  I  think  not. 

**  Mr.  Glasgow.  Sometimes  they  were  over  50  per  cent? 

"  Mr.  Clark.  Sometimes  they  were  pretty  heavy. 

«  «  4!  #  4(  *  * 

"  Mr.  Glasgow.  And  you  could  not  carry  out  your  distribution  ? 
'*  Mr.  Clark.  Yes,  sir." 

(Page  3038:) 
♦  ♦  ♦  ♦  ♦  ♦  ♦ 

"Commissioner  Cockrell.  I  know  you  didn't  publish  the  sheets,  but  yhen 
tiiey  asked  you  how  you  were  distributing  the  cars,  was  not  that  the  system 

you  told  them? 

"  Mr.  Clark.  We  told  them  we  were  distributing  on  the  percentage  basis. 
"  Commissioner  Cockrell.  That  was  the  system  that  was  given  out  in  answer 

to  inquiries? 

"  Mr.  Clark.  That  was  the  theoretical  system. 

"Commissioner  Cockrell.  That  was  the  system  that  was  given  out  and  the 
Other  was  the  system  that  was  carried  out? 

"  Mr.  Clark.  Yes.  sir." 

It  will  be  seen  from  the  foregoing  evidence  of  Mr.  G.  W.  Clark  that  the 
theoretical  system  in  effect  prior  to  January  1,  1906,  was  not  carried  out,  but 
that  the  r6al  distribution  was  made  on  special  orders  from  the  officers  of  the 
railroad  company,  and  this  system  inevitably  resulted  in  discrimination  and 
unfair  treatment  of  operations  on  the  line  of  the  Pennsylvania  Railroad.  A 
few  illustrations  will  be  shown  of  how  the  cars  were  distributed  on  the  Penn- 
sylvania Railroad  prior  to  January  1,  1906.  * 

During  the  great  demand  and  high  prices  for  coal  In  the  early  part  of  1903 
the  supply  of  cars  was  restricted  by  the  officers  of  the  Pennsylvania  Railroad 
Company  to  122  mines  on  the  lines  of  the  Pennsylvania  Railroad  owned  by  42 
operating  companies,  and  at  that  time  there  were  a  total  of  501  mines  on  said 
road,  and  thus  it  will  be  seen  that  379  mines  were  left  during  that  period  of 
about  six  weeks,  when  coal  was  very  high  and  In  great  demand,  without  any  car 
supply  whatever.  The  railroad  officers  endeavored  to  justify  this  on  the  ground 
that  they  were  enabled  thereby  to  move  more  coal  to  market,  to  supply  public- 
(iervlce  corporations,  there  being  practically  a  coal  famine.  A  list  of  the  mines 
which  were  furnished  during  this  period  with  cars  was  filed  by  the  officers  of  the 
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railroad  company,  and  while  said  list  shows  122  mines,  .said  mines  were  owned 
by  42  operators,  of  which  20  owned. individual  cars. 

It  is  further  to  be  noted  that,  ao  far  as  the  evidence  shows  in  this  investiga- 
tion, no  mine  on  the  Pennsylvania  Railroad  in  which  an  officer  of  that  railroad 
company  was  interested  was  deprived  of  car  service  during  that  period,  and 
"ivhile  the  claim  is  made  on  the  part  of  the  railroad  company  that  the  special 
orders  by  telegram  for  cars  were  to  enable  public-service  utility  corporations 
to  secure  a  supply  of  coal,  still  upon  inspection  of  the  telegrams  ( pp.  6462-6481, 
both  inclusive,  of  the  record)  this  excuse  will  not  be  entirely  borne  out. 

Another  illustration  of  what  appears  to  the  commission  as  favoritism,  which 
occurred  during  this  same  period  of  car  famine  in  the  latter  part  of  1902  and 
tile  early  part  of  the  year  1903,  was  that  the  Pennsylvania  Railroad  Company 
sold  to  the  Berwind- White  Coal  Mining  Company  1,000  cars  and  to  the  Key- 
JStone  Coal  and  Coke  Company  500  cars  for  their  private  use,  and  also  leased 
tz4D  Ellsworth  700  cars  for  individual  use. 

Mr.  Clark,  car  distributor  at  Altoona,  testifies  (p.  3030)  thnt  there  were  no 
other  operators  receiving  the  favors  in  car  distribution  which  were  accorded 
^o  the  Berwind- White  Coal  Mining  Company.  That  the  sale  of  cars  was  a 
iscrimination  in  favor  of  the  Berwind-White  Coal  Mining  Company  and  the 
keystone  Coal  and  Coke  Company,  and  that  similar  treatment  was  refused  to 
other  shippers  is  shown  by  the  testimony  of  Mr.  W.  A.  Lathrop,  president  of 
'tie  Pennsylvania  Coal  and  Coke  Company  (pp.  4387-4410),  as  follows: 

"Mr.  Glasgow.  Now,  it  has  been  in  evidence  here,  Mr.  Lathrop,  that  at  a 
X^riod  of  great  pressure  on  the  Pennsylvania  Railroad  for  car  service,  that  the 
Ciompany  sold  a  thousand  cars  to  the  Berwind- White  Coal  Mining  Company, 
t:hat  it  leased  700  cars  to  Ellsworth,  and  that  it  sold  to  the  Keystone  Coal  and 
Coke  Company,  or  permitted  that  company  to  take  the  space  of  the  railroad  com- 
pany in  an  order  for  500  cars.    During  that  period  you  appliied  to  the  Penn- 
Bylvanla  Railroad  Company  for  cars  also 
"  Mr.  Lathbop.  I  applied  to  Mr.  Prevost. 
"  Mr.  Glasgow.  What  number  did  you  apply  for? 

"Mr.  Lathrop.  I  asked  to  have  transferred — I  can  not  give  you  the  number. 
I  have  a  letter  that  I  wrote  him  at  that  time  that  I  would  be  very  glad  to  give 
you.  But  I  asked  to  be  given  the  same  treatment;  that  cars  \te  turned  over 
to  us. 

"  Mr.  Glasgow.  Were  you  prepared  to  make  whatever  payments  were  neces- 
sary? 
"  Mr.  IjAthbop.  Yes,  sir. 
"Mr.  Glasgow.  What  was  the  reply? 
"  Mr.  Lathrop.  Well,  it  was  declined. 
Mr.  Glasgow.  Did  they  give  you  any  reason? 

Mr.  Lathrop.  Nothing  that  I  can  remember;  very  general  reasons. 
Mr.  Glasgow.  That  was  at  a  period  when  coal  was  very  high? 
"  Mr.  Lathrop.  Yes,  sir ;  that  was  in  1903,  I  think." 

(The  letter  referred  to  by  Mr.  Lathrop  may  be  found  in  the  record,  pp. 
4410-4412.) 

It  would  appear  from  the  evidence  that  the  Berwind-White  Coal  Mining  Com- 
pany and  the  Keystone  Coal  and  Coke  Company,  apart  from  the  sale  of  cars  to 
them  above  referred  to,  were  treated  with  much  greater  consideration  than 
many  other  operators  on  the  lines  of  the  Pennsylvania  Railroad.  As  far  as  the 
Berwind-White  Coal  Mining  Company  is  concerned,  endeavor  is  made  to  explain 
this  by  the  character  of  business  done  by  them  and  the  large  volume,  they  be- 
ing the  largest  shipper  on  the  lines  of  the  Pennsylvania  Railroad,  but  it  is  a 
si^mificant  fact  that  as  to  the  Keystone  Coal  and  Coke  Company  many  of  the 
officers  and  employees  of  the  Pennsylvania  Railroad  Company  are  stockholders 
in  that  company,  and  its  growth  has  been  phenomenal  (p.  3852),  and  it  seems 
to  be  very  close  to  the  Pennsylvania  Railroad  Company. 

The  commission  is  unable  at  this  time  to  determine  whether  the  system  of 
car  distribution  in  effect  on  the  Pennsylvania  Railroad  since  January  1,  1906, 
will  be  fairly  and  equitably  carried  out,  but  is  informed  that  there  is  still 
complaint  by  operators  of  unfair  rating  of  mines.  Even  if  the  system  should 
prove  equitable  and  even  though  the  company  apparently  charges  each  mine 
as  against  its  percentage  with  its  individual  cars  and  also  with  cars  in  which  it 
ships  fuel  coal,  still,  in  the  opinion  of  the  commission,  the  system  will  not 
work  out  fairly  and  equitably  until  there  is  a  thorough  rating  of  the  mines  made 
by  disinterested  experts  and  until  some  method  is  found  of  getting  rid  of  indl- 
Yidual  cars  in  the  service  of  coal  companies. 
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(&).  Whether  DiscBiiiit^ATioN  has  been  Pbacticcd  by  the;  CAffiOrat  Boadb 
Againts  Pbospective  Shipfebs  in  Fubkishcno  Side  Slacks. 

The  evidence  does  not  disclose  any  refusal  to  put  In  side  tracks  for  pros- 
pective shippers  by  the  Norfolk  and  Westera  Railway  Company  or  by  the 
Chesapeake  and  Ohio  Railway  Company,  these  two  companies  having  certain 
rules  and  regulations  governing  the  putting  in  of  side  tracks,  and  all  applicants 
for  the  same  being  treated  alike  in  this  matter,  as  appears  from  the  record 
(pp.  2270,  2477). 

WESTEBN   MARYLAND  RAILROAD  COMPANY. 

This  company,  too,  encourages  the  opening  of  new  mines  and  the  furnishing 
.of  switch  connections  (p.  6253). 

NEW  YORK  central  AND  HUDSON  RIVER  RAILROAD  COMPANY. 

It  appears  from  the  evidence  that  the  policy  of  the  New  York  Central  and 
Hudson  River  Railroad  Company,  with  reference  to  putting  in  sidings  for  new 
operations,  is  to  consider  each  application  separately  and  decide  the  same,  and 
there  does  not  seem  to  have  been  any  fixed  policy,  as  shown  by  Mr.  Alfred  H. 
Smith,  general  manager  (p.  4587). 

"  Mr.  Whitney.  Whet  has  been  the  policy  of  the  road  during  the  past  four 
years  as  to  the  allowance  of  siding  privileges? 

"  Mr.  Smith.  An  application  for  a  siding  is  received  and  it  is  referred  to  the 
division  superintendent  for  investigation  as  to  the  condition  and  all  the  infor- 
mation he  may  be  able  to  obtain  regarding  it,  and  to  the  engineer  to  investigate 
as  to  the  physical  condition  and  the  cost.  It  goes  into  the  traffic  department,  the 
vice  president  in  charge  of  the  traffic  to  recommend.  The  conditions  surround- 
ing the  operation  at  the  time  are  weighed  out,  and  on  that  report  the  question 
as  to  whether  we  will  invest  our  money  or  not  is  determined.' 


»» 


BUFFALO,  ROCHESTER  AND  PITTSBURG  RAILWAY  COMPANY. 

The  evidence  discloses  (p.  2608)  that  siding  fncilities  were  refused  prospective 
shippers  by  the  president  of  the  road  at  as  late  a  date  as  September,  1903,  he 
declining  to  furnish  the  facilities,  stnting  as  the  reason  that  the  new  business 
could  not  be  cared  for  properly  (p.  1676).  The  general  superintendent,  Mr.  W.  T. 
Noonan,  testified  that  since  1903  the  policy  of  the  road  has  changed  (p.  1677), 
and  that  at  the  present  time  the  road  is  increasing  its  facilities  and  is  able  to 
take  care  of  "many  more  million  tons  of  freight  than  it  is  able  to  get"  (p. 
1677),  and  new  operations  are  being  encouraged  (p.  1676). 

The  evidence  does  not  convince  the  commission  that  genuine  encouragement 
is  offered  to  prospective  shippers.  The  interest  of  the  railway  company  in  coal 
companies  which  ship  a  large  percentage  of  the  total  coal  moved  on  this  road 
undoubtedly  tends  to  deter  independent  operators  from  developing  this  territory. 

BUFFALO  AND   SUSQUEHANNA   BAILROAD   COMPANY. 

The  evidence  does  not  disclose  the  denial  of  siding  facilities  to  prospective 
shippers  on  the  line  of  this  road.  No  applications  for  sidings  have  ever  been 
made  (p.  6288),  and  this  is  probably  ^c^ounted  for  by  the  fact  th^t  the  road 
was  completed  on  July  1,  1905  (p.  6290).  The  comptroller  of  the  company, 
Mr.  W.  H.  Baumes,  testified  that  they  **  would  be  glad  to  make  connections  for 
anybody  that  wants  them"  (p.  6296). 

BALTIMORE   AND    OHIO   RAILROAD    COMPANY. 

It  appears  that  during  the  past  five  years  it  has  been  the  policy  of  the  Balti- 
more and  Ohio  Railroad  Company  to  discourage,  and,  if  possible,  prevent  the 
opening  up  of  independent  mines  along  its  road,  and  in  the  opinion  of  the  com- 
mission this  was  due  to  the  large  interest  of  the  railroad  company  in  coal 
properties  along  its  line  tbronirh  its  ownership  of  a  conrrollincr  interest  in  the 
Consolidation  Coal  Company  and  the  coal  companies  controlled  by  it.  This  will 
appear  frm  the  evidence  of  Mr.  George  L.  Potter,  third  vice  president  and  gen- 
eral manager  of  the  Baltimore  and  Ohio  Railroad  Company  (p.  626),  as  follows: 

"  Commissioner  Clements.  Another  word  about  that  contract  with  the  Cook 
Company,  You  say  at  that  time  that  the  Bsiltlmore  and  Ohio  was  not  encour- 
Jiging  opening  up  new  coal  operatVoiva'i 
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"Mr.  PoT!^  Not  In  that  particular  territory — In  the  "West  Virginia  territory. 

"  Commissioner  Clements.  And  when  was  that? 

"  Mr.  PoTTEB.  Well,  that  was  four  years  that  we  didn't. 

"  Commissioner  Clements.  And  you  took  the  precaution  before  you  put  in 
the  switch  for  this  Cook  Compamr  to  see  that  they  wouldn't  ship  coal? 

"Mr.  PoTTEB.  Yes,  sir.  ~ 

"  Commissioner  Clements.  What  was  the  object  of  that  extreme  policy? 

"  Mr.  Potter,  It  was  to  prevent  them  from  shipping  coal.  We  were  dlscour- 
agiug,  as  I  say,  the  opening  of  coal  mines  all  through  the  district;  and  if  we 
had  not  had  that  provision  in  that  contract  they  might  have  claimed  a  right 
to  ship  coal  when  at  the  same  time  we  had  declined  connections  to  other  coal 
operators. 

"  Commissioner  Clements.  Why  did  you  discourage  the  business  of  develops 
ing  and  shipping  coal? 

"  Mr.  PoTTEB.  We  had  more  coal  opened  up  than  we  could  take  care  of,  than 
we  had  equipment  to  supply. 

"  Mr.  Glasgow.  Coal  of  your  own,  wasn't  it,  in  which  the  Baltimore  and  Ohio 
was  interested? 

"  Mr.  Potteb.  No  ;  it  was  the  Fairmont  Coal  Company  coal. 

"  Mr.  Glasgow.  Well,  I  understand ;  but  the  coal  of  the  Fairmont  Coal  Com- 
pany is  coal  in  which  the  Baltimore  and  Ohio  has  an  interest,  isn't  it? 

"  Mr.  Potteb.  Yes,  sir. 

"  Commissioner  Prouty.  When  did  you  adopt  that  policy  of  discouraging  the 
opening  of  coal  mines? 

"  Mr.  Potteb.  I  think  it  was  in  effect  when  I  came  here,  In  1901." 

4>  «  *  *  *  «  « 

(Pages  631-632:) 

"  Commissioner  Pbouty.  You  understand  that,  in  the  first  place,  to  open  more 
mines  you  would  compete  with  yourselves,  and  you  understand  that,  taking  the 
Baltimore  and  Ohio  as  a  factor  in  the  coal  situation,  that  if  all  these  lines 
were  to  increase  their  equipment  and  Increase  their  facilities  for  handling  coal, 
that  that  would  tend  to  break  down  the  coal  market?  So,  isn't  it  true  that 
these  roads,  as  a  matter  of  policy — ^your  road  in  connection  with  the  others — - 
declined  to  provide  equipment  beyond  what  the  market  will  reasonably  take? 

"  Mr.  Potteb.  I  do  not  know  the  policy  on  the  other  roads. 

"  Commissioner  Prouty.  That  is  the  policy  on  your  road? 

"  Mr.  Potteb.  That  was  the  policy  on  the  Baltimore  and  Ohio;  yes,  sir." 

The  enforcement  of  this  policy  of,  discouraging  and  preventing  the  opening  of 
new  mines  on  the  line  of  the  Baltimore  and  Ohio  Railroad  resulted  in  a  number 
of  cases  of  gross  injustice  to  many  persons  who  desired  to  become  shippers, 
and  who  eventually,  however,  secured  side-track  connections  for  their  mines. 
Among  the  principal  cases  may  be  mentioned  the  Douglas  Ranch  Coal  Company 
(p.  489),  Chieftain  Coal  Company  (p.  700),  and  the  Red  Rock  Fuel  Company. 

In  the  opinion  of  the  commission  such  a  policy  destroys  the  value  of  coal 
lands  held  by  the  owner,  who  is  thus  prevented  from  developing  his  property, 
for  unless  a  coal  property  can  be  developed  and  shipments  made  therefrom, 
when  the  owner  desires  to  do  so,  no  revenue  is  produced,  and  it  can  not  even 
he  sold,  undeveloped,  except  to  some  one  who  can  obtain,  as  a  matter  of  favor, 
from  the  railroad  company,  what  the  owner  is  entitled  to  as  a  matter  of  right, 
and  any  such  sale  could  only  be  made  at  a  sacrifice. 

On  the  Baltimore  and  Ohio  Railroad  the  continuance  of  this  policy  seems  to 
have  operated  to  the  benefit  of  the  coal  companies  in  which  the  railroad  was 
Interested,  and  if  allowed  to  continue  could  have  but  one  conclusion,  and  that 
Is  tie  acquisition  of  all  valuable  coal  lands  by  companies  favored  by  the  carrier. 
The  commission  can  not  too  emphatically  condemn  such  a  practice  by  common 
carriers. 

PENNSYLVANIA  BAILROAD  COMPANY. 

The  policy  of  the  Pennsylvania  Railroad  Company  in  reference  to  sidings  has 
been  about  the  same  as  that  of  the  Baltimore  and  Ohio  Railroad  Company,  as 
appears  from  the  evidence  of  Mr.  Charles  B.  Pugh,  second  vice  president 
(p.  3383),  as  follows: 

"  Mr.  Glasgow.  Your  policy  has  been  not  to  allow  siding  connections? 
.  **  Mr.  Pugh.  Yes,  sir;  we  have  discouraged  them  as  far  as  possible.    I  do  not 
say  that  it  has  been  absolutely  prohibitive." 

Without  going  into  each  individual  case,  it  does  not  appear  from  the  «v\A!^?CkRft 
in  reference  to  sidings,  granted  or  refused,  on  the  Peima^YvaxAsL  'S^^NNxo^^^  \Jaa\ 
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a  siding  was  ever  refused  where  an  officer  or  employee  of  the  railroad  company 
wns  a  stockholder  in  the  coal  company.  A  striking  illnstrfltion  to  the  contrail 
is  thtit  of  the  Ck>chran  Coal  Company,  which  has  an  operation  at  Salina  on  the 
West  Penn  division,  in  which  company  officers  of  thej*ailroad  company  owned 
«tock.  This  company  was  furnished  a  connection,  which,  according  to  the  letters 
filed  with  the  commission  (Coal  record  file  llCr*  was  paid  for  by.  the  Pennsyl- 
vania Railroad  Company  at  an  expenditure  of  $16,607. 

There  were  several  instances  shown  by  witnesses  where  sidings  were  abso- 
lutely refused  to  companies  for  the  development  of  property  In  which  no  officer 
or  employee  of  the  railroad  company  was  interested,  and  the  commission  is  (A 
the  opinion,  from  the  evidence,  that  the  value  of  having  some  railroad  company 
officer  or  employee  interested  in  a  coal  property  on  the  lines  of  the  Pennsyl- 
vania Railroad  Company  was  obvjous,  and  that  designing  men  used  this  method 
of  furthering  the  development  of  properties  in  which  they  were  interested. 
The  exceptional  growth  of  companies  along  the  line  of  the  Pennsylvania  Bull- 
road  in  which  railroad  officers  and  employees  were  interested  indicates  the 
evil  of  permitting  railroad  officers  or  employees  to  be  interested  in  coal  prop- 
erties, the  car  service  and  facilities  furnished  by  the  railroad  company  being 
essential  to  their  success.  This  proposition  seems  to  be  recognized  by  many  of 
the  railroad  officers  who  appeared  before  the  commission,  and  it  is  thought  de- 
sirable to  quote  here  the  views  expressed  by  Mr.  John  B.  Thayer,  fourth  Tice 
president  of  the  Pennsylvania  Railroad  Company,  as  follows  (pp.  6541-6543): 

"  Commissioner  Clements.  Don't  you  think  that  where  a  railroad  is  wholly 
unable  from  year  to  year  to  furnish  all  the  cars  necessary  for  all  shippers  (rf 
coal  that  the  ownership  of  coal  operations  by  the  railroad  for  other  purposes 
than  for  its  own  consumption  and  by  the  officers  of  the  railroad  creates  a  condi- 
tion of  such  suspicion  and  temptation  to  discriminate  that  it  is  one  that  shoold 
be  removed  and  changed? 

"  Mr.  Thayer.  My  hesitation  in  answering  that  is  merely  as  to  a  question  of 
propriety  under  the  present  management. 

"  Commissioner  Clements.  Well.  If  there  is  any  embarrassment  about  an- 
awering  it,  I  will  not  insist  upon  it. 

"  Mr.  Thayer.  I  do  not  hesitate  to  say  that  in  my  opinion,  and  I  think  in  the 
opinion  of  all  the  management  of  the  Pennsylvania  Railroad  Company  as  to  the 
future,  that  there  should  be  no  ownership  in  stocks  of  bituminous  coal  com- 
panies, no  matter  how  acquired.  As  to  the  past,  that  is  a  matter  of  growth 
for  the  past  thirty  to  forty  years,  as  you  know. 

"  Commissioner  Clements.  Yes ;  I  know.  I  am  speaking  of  it  in  reference  to 
the  practical  questions  before  the  commission.  We  are  required  not  only  to 
find  out  the  facts,  but  to  find  out  if  any  evil  results  come,  and  whether  they  are 
prevented  now  by  the  law  or  whether  they  should  be  cured,  and  to  make  sug- 
gestions about  it.  And  it  appears  that  the  employees  of  the  company  have  been 
subjected  to  pretty  severe  temptation  by  gifts  and  stocks  and  things  of  that 
k^nd.  And,  of  course,  if  the  management  wants  to  act  with  perfect  faimesB 
toward  all  its  patrons,  having  so  many  thousand  employees  through  whom  it 
must  act,  and  can  only  act,  it  would  seem  that  the  corporation  as  well  as  the 
public  is  entitled  to  some  removal  of  the  condition  of  temptation  and  the  oppor- 
tunity to  do  wrong  as  well  as  conditions  which  give  rise  to  suspicion.  That 
must  necessarily  be  the  case. 

"  Mr.  Thayer.  I  think.  Judge  Clements,  in  the  last  two  or  three  years  that 
has  become  a  different  problem  with  the  immense  increase  of  operations  and 
competition,  that  has  become  a  different  question  from  what  it  may  have  be«i 
twenty-five  or  thirty  years  ago,  and  we  have  got  to  deal  with  it  in  that  way. 

"  Commissioner  Clements.  I  have  no  doubt  its  importance  has  changed  from 
what  it  was  many  years  ago. 
"  Mr.  Thayer.  Yes,  sir." 
(c)  Fuel  supply  coal  for  railroads. 

All  of  the  railroads  in  the  territory  above  set  forth,  except  the  Western  Mary- 
land Rnilroad  Company  and  the  New  York  Ontral  and  Hudson  River  Railroad 
Company,  appear  from  the  evidence  to  have  treated  car  service  for  fuel  of  the 
companies  on  an  entirely  different  footing  from  such  service  for  coal  for  any 
other  purpose,  and  the  New  York  Central  and  Hudson  River  Railrofid  Company 
is  not  an  exception  as  far  as  Ciirs  furnished  to  tbe  Clearfield  Bituminous  Coal 
Corporation  was  concerned.  The  prevailing  rule  is  that  cars  in  which  fuel 
coal  was  loaded  were  not  counted  against  the  percentage  of  cars  allotted  to  the 
operator  furnishing  such  coal,  but  that  fuel  coal  cars  were  arbitrarily  allotted 
to  the  operators  furnishing  such  coal  over  and  above  their  percentage  allotment 


TRANSPORTATION  OP  COAL.  368 

The  reason  advanced  by  the  officers  of  the  railroad  for  this  was  that  it 
labled  them  to  get  cheaper  fuel,  in  that  an  operator  loading  fuel  coal  would 
at  the  cars  necessary  to  carry  the  same  over  and  above  the  percentage  he 
'as  entitled  to  under  the  system  of  car  distribution  in  effect,  and  that  he 
'ould  therefore  be  willing  to  make  a  low  price  on  fuel  coal  in  order  to  keep 
Is  colliery  running  regularly.  The  result  of  this  was  practically  a  payment 
y  the  operator  to  the  railroad  company  for  cars  by  way  of  reducing  tiie  price 
f  fuel  coal,  and  while  the  profit  of  the  operator  on  fuel  coal  may  not  be  large, 
;  enabled  him  to  keep  his  miners  regularly  employed  and  his  plant  in  opera- 
on  and  gave  him  an  advantage  over  a  competitor  who  has  no  order  for  fuel 
3a  1. 

This  system  of  allotting  cars  for  fuel  coal  and  not  charging  tlie  same  as 
gainst  the  percentage  of  the  operator  receiving  the  same  is  unjust  and  unfair 
nless  fuel  coal  is  taken  from  all  of  the  mines  on  the  line  of  the  road  in  the 
ime  proportion  that  cars  are  distributed. 

It  appears  that  on  the  Pennsylvania  Railroad  at  least  two  employees  were 
irectly  guilty  of  corruption,  by  reason  of  the  one  receiving  and  the  other  pay- 
^g  a  commission  on  the  purchase  of  fuel  coal,  and  on  the  Baltimore  and  Ohio 
lailroad  it  appears  that  in  one  instance  at  least  the  company  paid  for  fuel  coal 
rom  5  to  20  cents  per  ton  higher  to  a  company  in  which  an  officer  of  the  rail- 
>ad  company  was  interested  than  the  company  was  paying  at  the  same  time 
>r  the  same  grade  of  coal  from  another  mine  in  the  same  territory  in  which 
itter  no  officer  was  interested. 

It  is  proper  to  say  that  the  two  employees  of  the  Pennsylvania  Railroad 
ompany  above  referred  to  were  immediately  discharged  from  the  service. 

It  appears  that  on  the  line  of  the  Pennsylvania  Railroad  a  very  large  pro- 
ortion  of  its  fuel  coal  is  purchased  from  companies  in  which  officers  of  the 
ailroad  company  are  interested.  For  example,  in  the  year  1901  the  Keystone 
kial  and  Coke  Company  (including  the  companies  merged  therewith,  but  for 
ome  reason  separately  reported  by  the  railroad  company)  supplied  the  Penn- 
ylvania  Railroad  Company  820,316  tons  of  fuel  coal,  and  the  number  of  tons 
iimlshed  for  that  purpose  by  this  company  yearly  gradually  increased  until  in 
905  it  was  1,718,092  tons. 

While  the  officers  of  the  railroad  companies  disclaim  any  power  of  securing 
rders  for  fuel  coal  to  be  placed  with  companies  in  which  they  are  interested, 
till  this  condition  of  affairs  is  unseemly  and  should  not  be  permitted  to  exist. 
t  is  proper  to  say  that  the  Pennsylvania  Railroad  Company  issued  a  circular 
f  January  1,  1906,  as  follows: 

••  Commencing  January  1,  1906,  assigned  cars — i.  e.,  cars  for  Pennsylvania  Rail- 
oad  fuel  supply,  foreign  railroad  cars  specially  consigned  for  the  fuel  supply  of 
allroads  consigning  such  cars,  and  individual  cars  assigned  by  the  owners  to 
peclfied  mines  for  loading — will  be  charged  against  the  capacity  of  the  mines 
t  which  they  are  placed.  The  difference  between  the  rated  capacity  of  a  mine 
nd  the  capacity  of  the  assigned  cars  placed  for  loading  will  be  the  rated 
apacity  on  which  all  other  cars  will  be  prorated." 

And  this  would  seem  to  abolish  the  assigned  cars  on  that  road  for  its  fuel 
apply  and  also  for  fuel  supply  of  foreign  roads,  and  the  same  circular  covers 
idividual  cars;  but  where  the  individual  cars  and  the  assigned  cars  exceed 
be  rated  capacity  of  a  mine  the  order  mentioned  does  not  relieve  the  unfair 
ondition. 

A  rate  on  coal  for  fuel  purposes  for  foreign  railroads  existed  on  the  Baltl- 
lore  and  Ohio  Railroad,  and  a  practice  seems  to  have  grown  up  of  giving  a 
3wer  rate  on  what  is  known  as  "  foreign  fuel  coal " — that  is,  coal  for  railroads 
ther  than  the  Baltimore  and  Ohio  Railroad — than  on  coal  for  commercial  pui- 
oses  (pp.  2067,  2072).  This  was  a  secret  rate,  and  was  arranged  by  having 
he  Baltimore  and  Ohio  Railroad  Company  accept  for  its  service  in  the  trans- 
ortation  of  coal  a  proportion  of  a  joint  rate  to  some  point  on  the  foreign  road 
eyond  the  point  of  junction,  and  this  proportion  was  always  less  than  the  local 
ate  of  the  Baltimore  and  Ohio  Railroad  Company  to  such  junction  point. 

To  illustrate:  The  Philadelphia  and  Reading  Railway  Company,  which,  as 
ereinbefore  stated,  is  controlled  by  the  Baltimore  and  Ohio  Railroad  Company 
nd  the  New  York  Central  and  Hudson  River  Railroad  Company,  bought  its 
jel  coal  from  the  Fairmount  Coal  Company,  in  which  the  Baltimore  and  Ohio 
;ailroad  Company  had,  through  the  Consolidation  Coal  Company,  a  controlling 
iterest,  paying  therefor  $1.90  per  ton  delivered  at  Shippensburg,  at  which 
>!nt  coal  is  delivered  by  the  Baltimore  and  Ohio  Railroad  Company  to  the 
hiladelphia  and  Reading  Railway  Company.    The  rate  on  commercial  coal  to 
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Shippensburg  from  tb^  t^me  point  of  origin  i^h  tU^^^Blllttmol'^' Imd^Ohib  Ball- 
road  is  $1.80  per  ton,  Which,  as  eompared  with  thedelivered  price'  libove  men- 
tioned, would  leave  only  10  cents  per  ton  for  the  coal. 

A  joint  rate  was  put  into  effect,frpm  the  point  of  origin  on  the  Baltimore  and 
Ohio  Railroad  to  Sunbury,  a  point  on  the  Philadelphia  and  Reading  Railway 
beyond  Shippensburg,  of  $1.55  per  ton.  The  proportion  of  the  through  rate  to 
Sunbury  which  was  allowed  to  the  Baltimore  and  Ohio  Railroad  Company 
was  80-^  cents  per  ton,  so  that  this  fuel  coal  for  the  Philadelphia  and  Reading 
Railway  Company  would  be  billed  by  the  Fairmont  Coal  Comjpany  to  Sunburj', 
and  by  an  understanding  with  the  Baltimore  and  Ohio  Railroad  Company  and 
the  Fairmont  Coal  Company  the  Baltimore  and  Ohio  Railroad  Company  only 
received  as  freight  the  proportion  to  which  it  would  be  entitled  on  through  ship- 
ments to  wit,  SO^  cents  per  ton,  the  coal  being  turned  over  to  the  Philadelphia 
and  Reading  Railway  at  Shippensburg.  As  a  result,  the  Fairmont  Coal  Com- 
pany received  $1.10  per  ton  for  its  coal,  which,  probably,  was  higher  than  the 
market  price  (pp.  2102,  2054,  2060,  2063). 

This  method  of  doing  business  was  resorted  to  for  the  purpose  of  securing 
for  the  Fairmont  Coal  Company  the  orders  for  fuel  coal  from  the  Philadelphia 
and  Reading  Railway  Company,  but  no  one  else  could  bid  on  this  foreign  fuel 
contract,  because  the  Baltimore  and  Ohio  Railroad  Company  declined  to  allow 
the  use  of  this  through  rate  to  any  other  operator  in  the  Fairmont  territory. 
This  appears  to  the  commission  to  have  been  a  clear  violation  of  law  and  to  have 
been  practically  a  rebate  to  the  Fairmont  Coal  Company. 

The  same  method  seems  to  have  been  adopted  by  the  Baltimore  and  Ohio 
Railroad  Company  in  order  to  secure  fuel  coal  orders  for  the  Fairmont  Coal  ' 
Company  from  the  Southern  Railway  Company  (p.  2139),  and  this  procednre 
was  most  reprehensible  and  grew  out  of  the  interest  of  the  carrier  in  the  coal  ' 
companies. 

Whether  ^scrimination  has  been  or  is  now  practiced  by  carriers  against 
shippers  in  the  matter  of  terminal  or  tidewater  facilities. 

NORFOLK  AND   WESTERN  RAILWAY  COMPANY. 

The  terminal  for  tide-water  coal  of  the  Norfolk  and  Western  Railway  is 
Lamberts  Point  (p.  1068),  and  the  evidence  does  not  disclose  that  any  shipper 
of  bituminous  coal  has  been  granted  facilities  at  tide  water  which  were  not 
furnished  to  others. 

CHESAPEAKE  AND  OHIO   RAILWAY  COMPANY. 

The  tide- water  terminal  of  the  Chesapeake  and  Ohio  Railway  is  at  Newport 
News  (p.  2256),  the  coal  coming  on  said  dock  being  handled  by  a  contractor. 
The  greater  part  of  the  coal  tonnage  of  this  road  goes  to  tide  water,  but  the 
evidence  indicates  that  there  were  no  preferences. 

WESTERN    MARYLAND  RAILROAD   COMPANY. 

The  coal  produced  on  this  road  destined  for  tide  water  is  shipped  to  Baltimore 
(p.  6255).  The  evidence  does  not  indicate  that  there  were  preferences  at 
the  terminal. 

BALTIMORE  AND  OHIO  RAILROAD   COMPANY. 

The  tide-water  terminals  of  the  Balimore  and  Ohio  Railroad  are  at  Locusi 
Point  and  Curtis  Bay,  Baltimore,  and  Jackson  Street,  Philadelphia;  at  St 
George,  Staten  Island,  which  is  reached  by  using  the  tracks  of  the  Philadelphia 
and  Rending  Railway  Company  from  Philadelphia  to  Bound  Brook  and  thence 
by  the  Central  Railroad  of  New  Jersey.  Coal  from  the  Baltimore  and  Ohio 
Railroad  also  reaches  tide  water  at  Port  Richmond,  Philadelphia,  and  Port 
Reading,  in  New  York  Harbor,  both  of  which  points  are  on  the  Philadelphia  and 
Reading  Railway.  The  Baltimore  and  Ohio  Railroad  also  has  terminal  facilities 
for  the  shipment  of  coal  on  the  Great  Lakes  at  Fairport,  Cleveland,  Loraine 
and  Sandusky,  Ohio  (p.  2928). 

The  evidence  does  not  disclose  that  the  Baltimore  jmd  Ohio  Railroad  Com- 
pany discriminates  between  shippers  in  the  use  of  its  terminal  or  tidewater 
facilities.  There  was  a  practice  of  allowing  a  bonus  or  arbitrary  car  allot- 
ment to  those  coal  operators  shipping  their  coal  to  Curtis  Bay,  near  Baltimore. 
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This  has  be^n  already  i?fdferred  to,  and  the  practical  effect  thereof  seemed  to  be 
to  benefit  the  coal  comp^esln.  which  the  Baltimore  a^d  Ohio  Railroad  Ofivtk 
pany  had  an  Interest.        .      ,  ,j; 

PENNSYLVANIA   SAILBOAO    COMPANY. 

Coal  reaches  tidewater  over  the  Pennsylvania  Railroad  at  Greenwich  Pier, 
Philadelphia ;  South  Amboy,  N.  J. ;  Harsimus  Pier  and  Greenville  Pier,  in  New 
York  Harbor,  and  at  Baltimore,  Md.  (p.  80). 

These  various  piers  or  ports  are  used  by  all  shippers  of  bituminous  coal  on 
the  Pennsylvania.  Railroad,  with  the  exception  of  Harsimus  Pier,  which  is  leased 
by  the  railroad  company  to  the  Berwind-White  CJoal  Mining  Company,  and 
Greenville  Pier,  in  New  York  Harbor,  leased  to  the  Susquehanna  Coal  Company 
(p.  4245).  The  lease  of  Harsimus  Pier  is  dated  March  1, 1889,  and  the  particu- 
lars thereof  are  given  by  Mr.  Max  Riebenack,  comptroller  of  the  Pennsylvania 
Railroad  (p.  5309),  as  follows: 

"  The  land  is  owned  by  the  United  New  Jersey  Railroad  and  Canal-iOtoapany. 
The  Pennsylvania  Railroad  Company,  as  lessee,  operates  the  works  wild  pro^ 
erty  of  that  company.  The  land  is  valued  by  the  New  Jersey  State  authorities 
at  $45,000,  which  at  4  per  cent  is  $1,800  per  annum,  the  amount  of  the  rental 
Aarged  the  Berwind-White  Coal  Mining  Company.  The  Berwind-White  Coal 
Mining  Company  leases  this  land  and  pays  a  rental  therefor  of  $1,800  per 
vmum.  There  is  erected  on  this  land  a  pier  and  trestle,  which  was  built  by 
Hie  Pennsylvania  Railroad  Company  and  for  which  the  Berwind-White  Coal 
Mining  Company  paid  the  Pennsylvania  Railroad  Company  the  sum  of 
|K)6,475.46." 

It  is  significant  that  of  the  payment  of  $106,475.46  above  stated  for  construc- 
tion of  pier  and  trestle,  $60,150  was  paid  December  23,  1899  (having  been  billed 
November  12,  1899),  and  the  balance,  $46,325.46,  was  paid  on  May  21,  1906,  the 
work  having  been  done  duiing  the  year  1899  (p.  5310).  Numerous  requests  for 
payment  of  balance  were  made.  No  interest  was  charged  (p.  5311),  the  Ber- 
wind-White Coal  Mining  Company,  and  payment  was  finally  made  while  the 
Interstate  Commerce  Commission  was  in  the  midst  of  the  public  hearings  under 
this  resolution.  The  Berwind-White  Coal  Mining  Company  received  an  allow- 
ance of  15  cents  per  ton  for  handling  coal  upon  this  pier  from  date  of  lease  up 
to  November,  1904,  when  it  was  reduced  to  7  cents  per  ton  (p.  5819). 

On  the  14th  of  December,  1904,  the  Pennsylvania  Railroad  Company  ceased 
weighing  coal  from  what  is  known  as  the  **  Scalp  Level  region  "  on  the  line 
of  the  said  road,  where  the  coal  is  produced  by  the  Berwind-White  Coal  Min- 
ing Company  and  shipped  to  Harsimus  Pier  (p.  4346).  The  weights  were  esti- 
mated and  freight  charges  paid  on  such  weights.  Neither  was  this  coal  weighed 
at  the  terminal,  it  being  stated  "that  it  was  a  laborious  performance"  "(p. 
4256).    The  estimated  weights  for  the  payment  of  freight  on  cars  of  coal  were 

as  follows: 

Pounds. 

100,000  pounds  capacity  car 107,000 

90, 000  pounds  capacity  car 95, 000 

80,000  pounds  capacity  car 84,000 

70, 000  pounds  capacity  car 73, 000 

60,000  pounds  capacity  car 62,000 

50, 000  pounds  capacity  car 52, 000 

40,000  pounds  capacity  car 41,000 

The  evidence  does  not  disclose  that  this  failure  to  weigh  the  coal  favored  the 
Berwind-White  Coal  Mining  Company,  but  the  Commission  is  of  opinion  that 
this  practice  was  unfortunate  in  that  it  created  suspicion  in  the  minds  of  other 
shippers  whose  coal  was  weighed  (p.  4262),  and  this  should  never  have  been 
permitted  except  in  cases  of  great  emergency. 

The  exclusive  use  of  Harsimus  Pier  was  of  great  advantage  to  the  Berwind- 
White  Coal  Mining  Company,  and  while  the  excuse  seems  to  be  that  this  com- 
pany was  engaged  in  furnishing  a  large  part  of  the  fuel  coal  for  the  trans- 
Atlantic  steamship  lines,  and  therefore  it  was  necessary  that  it  should  have 
prompt  movement  of  its  coal,  the  same  facilities  should  be  offered  by  the  rail- 
road company  to  other  shippers  in  order  to  enable  them  to  compete  for  this 
class  of  business.  The  average  detention  of  an  individual  car  of  the  Berwind- 
White  Coal  Mining  Company  at  Harsimus  Pier,  the  year  through,  is  six  hours, 
while  the  detention  of  cars  of  other  shippers  at  the  other  terminals  is  eight 
days  (p.  60O1),  and  thus  it  will  be  seen  the  great  advantage  to  the  Berwind- 
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White  Coal  Mining  Company  in  the  exclusive  ufre  of  "individual  cars"  and 
Harsimus  Pier. 

The  Greenville  pier,  which  is  leased  by  the  Pennsylvania  Railroad  Company 
to  the  Susquehanna  Coal  Company,  all  of  the  stock  of  which  company  is  owned 
by  the  Pennsylvania  Railroad  Company,  is  uFed  for  anthracite  shipments  of  the 
lessee  company.  This  pier  is  used  for  furnishing  fuel  coal  to  tugboats  (p.  4247), 
and  while  the  railroad  company  will  deliver  coal  at  this  pier  for  any  other 
shipper,  it  is  necersary  that  permission  to  use  the  pier  should  be  obtained  from 
the  Susquehanna  Coal  Company. 

At  Greenwich  pier,  one  witness,  Mr.  F.  A.  Von  Boyneburgk,  ^enpral  manager 
for  Renkirt  Brothers  &  Co.  (Incorporated),  testified  that  on  account  of  the 
lack  of  facilities  furnished  to  his  company  and  discriminations  against  it  in 
favor  of  preferred  shippers,  after  using  this  pier  for  twenty  years,  his  company 
lost  their  business  of  supplying  the  tugboats,  which  is  now  handled  by  other 
companies  (p.  4307). 

At  other  terminals  controlled  by  the  Pennsylvania  Railroad  Company  the  eri- 
dence  does  not  disclose  unfair  treatment  to  the  shippers  pr  unjust  discrlnvinatimi. 

NEW  YOBK  CENTRAL  AND   HUDSON  RIVER  RAILROAD  COMPANY. 

The  coal  shipped  by  this  road  reaches  tidewater  at  Philadelphia  at  the  te^ 
minals  of  the  Philadelphia  and  Reading  Railway  Company  and  at  Port  Liberty, 
N.  Y.,  the  pier  of  the  North  River  Wharf  Company  is  used,  this  terminal  bang 
reached  via  the  Central  Railroad  of  New  Jersey  (p.  4654).  The  North  River 
Wharf  Company  receives  an  allowance  of  15  cents  per  ton  from  the  through  rate 
(p.  4672)  for  handling  the  coal,  the  ground  upon  which  the  pier  is  located  bdng 
leased  by  the  company  from  the  Central  Railroad  Company  of  New  Jersey 
(p.  4657),  and  under  the  terms  of  the  lease  the  annual  rental  paid  therefor  is 
about  $13,000  (p.  4668).  Coal  from  all  shippers  is  received  at  this  pier,  and  no 
evidence  of  discrimination  appears.  A  majority  of  the  stock  of  the  North  River 
Wharf  Company  is  owned  by  the  Beech  Creek  Coal  and  Coke  Company,  one  of 
the  large  shippers  on  the  lines  of  the  New  York  Central  and  Hudson  River  Rail- 
road Company  (p.  4654),  and  it  was  denied  that  the  coal  company  received  any 
special  privileges  on  account  of  its  interest  in  the  wharf  company  (p.  4706). 

BUFFALO,  ROCHESTER  AND  PITTSBURGH  RAILWAY  COMPANY. 

This  road  delivers  coal  for  vessels  loading  at  Charlotte,  on  Lake  Ontario  (p. 
1620),  and  reaches  tidewater  via  the  lines  of  the  New  York  Central  and  Hod- 
son  River  Railroad  Company,  connecting  therewith  at  Clearfield,  Pa.  (p.  1613). 
The  record  discloses  no  evidences  of  discrimination  between  shippers  in  fumlsli- 
ing  terminal  or  tidewater  facilities. 

BUFFALO  AND  SUSQUEHANNA  RAILWAY  COMPANY. 

The  evidence  does  not  disclose  that  the  coal  mined  on  this  road  reaches  tide 
water. 

(e)  Special  allowances  for  lateral  railroads  or  services  performed  by  the 
shipper. 

The  evidence  presented  to  the  commission  does  not  disclose  any  special  allow- 
ances to  the  shippers  by  carrier  companies  except  upon  two  roads,  to  wit,  the 
New  York  Central  and  Hudson  River  Railroad  Company  and  the  Pennsylvania 
Railroad  Company. 

NEW   YORK  CENTRAL  AND   HLTDSON  RIVER  RAILROAD  COMPANY. 

We  have  hereinbefore  referred  to  the  allowance  made  by  the  New  York  Cen- 
tral and  Hudson  River  Railroad  Company  to  the  North  River  Wharf  Company 
of  15  cents  per  ton  and  the  ownership  of  the  majority  of  the  stock  by  the  Beech 
Creek  and  Coke  Company,  one  of  the  largest  shippers  over  the  said  railroad, 
but  no  claim  is  made  that  this  shows  discrimination  or  undue  preference. 

PENNSYLVANIA  RAILROAD  COMPANY. 

Prior  to  November,  1904,  the  Pennsylvania  Railroad  Company  allowed  the 
Berwind-White  Coal  Mining  Company  for  handlini??  coal  at  Harsimus  Pier  15 
cents  per  ton,  and  since  that  date  to  the  present  time  7  cents  per  ton,  and  this 
arrangement,  taken  with  the  very  low  rental  of  the  Harsimus  Pier,  seems  to  be 
a  very  favorable  arrangement  for  the  Berwind-White  Coal  Mining  Company. 

An  allowance  was  also  made  by  the  Pennsylvania  Railroad  Company  to  the 
Susquehanna  Coal  Company  for  services  at  Greenville  Pier. 
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On  tbe  line  of  the  Pennsylvania  Railroad  Company  there  are  many  branches 
or  "  lateral  roads,"  as  they  are  called,  connecting  the  railroad  with  collieries 
some  of  which  branches  or  lateral  roads  are  owned  by  incorporated  companies, 
and  to  these  the  Pennsylvania  Railroad  Company  has  made  allowances  for 
htfndling  the  coal  to  its  road.  Coal  Record  File  111  is  a  memorandum  furnished 
by  the  Pennsylvania  Railroad  Company  showing  lateral  allowances  made  by  the 
company  at  the  present  time  (p.  4758),  as  follows: 

ICEMOBANDUM   OF   LATERALS   ALLOWED   BY   THE  PENNSYLVANIA   BAILBOAD   ON    SHIP- 
MENTS  OF  COAL. 

Altoona  Coal  and  Coke  Company.— The  Altoona  Coal  and  Coke  Company  own 
what  is  known  as  the  Kittanning  Run  Railroad.  This  road  connects  with  the 
main  line  of  the  Pennsylvania  Railroad  at  Kittanning  Point,  about  5.3  miles 
west  of  Altoona.  The  Kittanning  Run  Railroad  is  a  three  switchback  road  4.6 
miles  in  length.  It  is  extremely  difficult  and  expensive  to  operate,  owing  to 
heavy  grades  and  curvature.  They  have  in  use  on  the  road  two  standard  loco- 
motives, employ  two  engine  and  train  crews,  and  a  track  gang.  Empty  cars  are 
delivered  to  the  Kittanning  Run  Railroad  by  the  Pennsylvania  Railroad  at 
Kittr.nning  Point  and  moved  by  them  from  that  point  to  the  mines  and  returned 
loaded,  for  which  service  they  are  allowed  out  of  the  through  rate  12  cents 
per  ton. 

Olen  White  Coal  and  Lumber  Company. — ^The  Glen  White  Coal  and  Lumber 
Company  own  a  railroad  connecting  with  the  main  line  of  the  Pennsylvania 
Railroad  near  Kittanning  Point,  about  5.6  miles  west  of  Altoona.  This  road, 
Which  is  about  2  miles  in  length,  is  difficult  and  expensive  to  operate  on 
account  of  grades  and  curvature.  They  own  one  engine  and  employ  a  crew. 
The  track  is  kept  in  repair  by  them  at  their  own  expense.  We  deliver  empty 
cars  to  them  at  Kittanning  Point,  which  cars  are  moved  by  their  power  to  the 
niines  and  returned  loaded  to  our  junction  point  at  Kittanning  Point,  for 
which  service  they  receive  out  of  the  throdgh  rate  15  cents  per  ton. 

Millwood  Coal  and  Coke  Company. — The  Millwood  Coal  and  Coke  Company 
operation  is  located  about  8.5  miles  from  Millwood  Station,  a  point  on  the  main 
line  of  the  Pittsburg  division,  69  miles  west  of  Altoona.  They  own  3.5  mileei 
of  narrow-gauge  railroad  and  operate  thereon  two  30-ton  engines  and  thirty 
cars  of  10000  pounds  Capacity  each.  These  cars  are  moved  over  their  own  rail- 
road, a  distance  of  3.5  miles,  to  Millwood,  at  which  point  the  coal  Is  dumped 
from  the  narrow-gauge  cars  over  a  tipple  into  Pennsylvania  Railroad  cars.  For 
this  service  they  receive  out  of  the  through  rate  10  cents  per  ton. 

New  York  and  Cleveland  Ga8  Coal  Company. — The  New  York  and  Cleveland 
Gas  Coal  Company  own  and  operate  what  is  known  as  the  Turtle  Creek  and 
Allegheny  Valley  Railroad,  which  has  three  separate  and  distinct  lines. 

The  first  connects  with  our  Pittsburg  division  about  200  yards  east  of  Edge- 
wood  Station.  This  road  is  about  one-half  mile  in  length,  and  they  have  In 
service  thereon  one  standard-gauge  locomotive,  with  which  they  move  the 
empty  and  loaded  cars  to  and  from  the  mines,  for  which  service  we  allow  them 
out  of  the  through  rate  5  cents  per  ton. 

The  second  connects  with  the  Turtle  Creek  branch  of  the  Pittsburg  division 
at  a  point  about  a  quarter  of  a  mile  west  of  Turtle  Creek  Station,  or  about  1 
mile  from  Wilmerdlng,  at  which  point  the  Turtle  Creek  branch  of  the  Pennsyl- 
vania Railroad  leaves  the  main  line.  This  line  is  about  three-quarters  of  a 
mile  in  length.  They  have  in  service  thereon  one  standard-gauge  locomotive, 
with  which  they  move  empties  and  return  loads  to  the  connection  with  the 
Turtle  Creek  branch  of  the  Pittsburg  division,  for  which  service  we  allow  them 
out  of  the  through  rate  5  cents  per  ton. 

The  third  connects  with  the  Allegheny  division  at  Sandy  Creek  Station,  about 
8.8  miles  east  or  north  of  Pittsburg.  The  length  of  the  line  is  li  miles,  and 
they  have  in  service  thereon  one  standard  locomotive,  with  which  they  move 
the  empty  cars  delivered  to  the  line  at  Sandy  Creek  by  the  Pennsylvania  Rail- 
road, and  return  the  loads  to  the  same  point,  for  which  service  we  allow  them 
out  of  the  through  rate  5  cents  per  ton. 

Dutch  Hill  Railroad. — The  Dutch  Hill  Railroad,  which  is  owned  and  operated 
by  the  Hedstrom  Coal  Mining  Company,  is  a  narrow-gauge  line  about  li  miles 
in  length,  running  from  a  tipple  adjacent  to  the  Allegheny  division  tracks 
near  Church  Hill  Station  to  Church  Hill  mines.  They  have  In  service  thereon 
one  narrow-gauge  locomotive,  which  is  used  for  transporting  coal  from  the  mine 
to  the  tipple,  for  which  service  we  allow  them  out  of  the  through  rate,  on 
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shipmentB  destined  to  Buffalo,  Rochester,  Wadswp^tb  Juncmpn,  Qenesee  Juoe- 
tion,  and  Mount  Morris,  N.  Y.,  or  beyond,  5  cents  per  ton. 

OaJb  Ridge  and  Bdstonia  Railroad,— The  Oak  Rid^  and  Boetonia  Ifallrotd 
is  about  2  miles  long^  and  connects  with  the  AMegb«Dy  division  at  or  near  Oak 
Ridge  Station.  This  line  has  in  service  one  standard  locomotive,  with  which 
they  move  empty  and  loaded  cars  from  and  to  our  connection  at  Oak  Bidjge 
Station,  for  which  service  they  receive  out  of  the  through  rate  7i  cents  per  ton. 
The  mines  reached  by  this  road  are  the  Oak  Ridge  Coal  Company,  F.  WiUiamB 
&  Co.,  and  the  Fairmont  Coal  Company. 

Dents  Run  Railroad. —The  Dents  Run  Railroad  connects  with  the  Allegheny 
division  7.6  miles  from  Driftwood.  This  line  is  5  or  6  miles  in  length,  has  in 
service  two  standard  locomotives.  Empty  cars  are  delivered  to  it  at  the  junc- 
tion with  our  tracks  and  moved  by  their  power  to  the  mines  and  returned 
loaded,  for  which  service  we  allow  them  out  of  the  through  rate  10  cents  per 
ton.  This  road  reaches  the  mines  of  the  Dents  Run  Mining  Company  (Frank 
Williams  &  Co.). 

Susquehanna  and  Buffalo  Railroad. — The  Susquehanna  and  Buffalo  Railroad 
connects  with  the  Philadelphia  and  Erie  division  at  Cooks  Run  Station,  9.4 
miles  west  of  Renovo.  This  road  Is  3.8  miles  In  length  and  has  In  service  two 
standard  locomotives,  which  are  employed  In  moving  empties  from  the  junc- 
tion with  our  tracks  at  Cooks  Run  to  the  mines  and  returning  loads,  for  whicli 
service  they  are  allowed  out  of  the  through  rate  20  cents  per  ton.  This  road 
is  owned  by  the  Kettle  Creek  Coal  Mining  Company,  and  is  a  very  expeoslTe 
line  to  operate,  owing  to  heavy  grades  and  extreme  curvature. 

The  evidence  discloses  that  prior  to  January  1,  1902,  the  allowance  to  the 
Altoona  Coal  and  Coke  Company  for  handling  coal  from  its  line  to  the  Pennayl- 
vania  Railroad  was  18  cents  per  ton  on  all  shipments  destined  east  of  Bdl- 
wood,  Pa.,  and  officials  of  the  Pennsylvania  Railroad  Company  have  been,  or 
are  now,  stockholders  In  the  three  companies  receiving  the  largest  allowance, 
to  wit.  Altoona  Coal  and  Coke  Company,  Millwood  Coal  and  Coke  Company, 
Susquehanna  and  Buffalo  Railrodd  Company,  which  latter  is  owned  by  the 
Kettle  Creek  Coal  Mining  Company. 

The  list  as  given  above  does  not  Include  the  allowance  on  this  same  line  made 
to  the  La t robe  Coal  Company  of  10  cents  per  ton  for  handling  the  coal  from  its 
mine  to  the  railroad,  a  distance  of  a  mile  or  two,  which  allowance,  after  having 
been  paid  for  a  number  of  years,  was  discontinued  (p.  4239)  on  January  1, 1902 
(p.  4811),  and  there  seems  to  be  some  confusion  as  to  whether  the  Latrobe  Coal 
Company  ever  had  a  locomotive  with  which  to  operate  the  cars  on  this  lateral 
branch,  It  being  stated  by  one  witness  that  for  some  time  the  railroad  company 
furnished  the  power  and  did  the  service,  notwithstanding  the  fact  that  the  allow- 
ance was  made  (p.  4241).  Other  operators  were  not  shown  the  same  considera- 
tion, and  it  was  the  subject  of  complaint  by  at  least  one  large  producer  In  the 
immediate  vicinity  (p.  4244). 

Sixth.  That  Said  Commission  be  also  Required  to  Report  any  Facts  ob  Con- 
clusions Which  It  May  Think  Pertinent  to  the  General  Inquiry  Abovi 
Set  Forth. 

First.  It  appears  to  the  commission  that  one  of  the  most  fruitful  sources  of 
complaint  on  the  part  of  shippers  against  the  carriers,  as  far  as  car  distribution 
and  the  furnishing  of  facilities  is  concerned,  has  grown  out  of  the  want  of  pub- 
licity on  the  part  of  the  carriers  in  their  dealings  with  shippers.  The  situation 
has  been  such  on  the  roads  where  there  has  been  the  greatest  amount  of  dis- 
crimination and  favoritism  that  shippers  were  unable  to  ascertain  accurately 
what  was  the  system  of  car  distribution  In  effect,  and  Information  was  not  given, 
and  in  some  Instances  was  refused,  as  to  whether  the  system  supposed  to  be  In 
effect  was  faithfully  and  fairly  carried  out. 

If  the  carriers  had  conducted  their  business  with  shippers  openly  and  had 
furnished  Information  as  to  car  distribution,  to  which  shippers  were  entitled, 
much  of  the  favoritism  would  have  been  averted  and  wherever  unjust  sus- 
picions were  aroused  the  fact  that  they  were  incorrect  would  have  readily  ap- 
peared. In  two  instances,  to  wit,  the  Pennsylvania  Railroad  Company  and  the 
Baltimore  and  Ohio  Railroad  Company,  It  was  almost  Impossible  for  the  ship- 
per to  ascertain  accurately  what  was  the  system  of  car  distribution,  and 
whether  It  was  faithfully  carried  out,  and  the  commission  Is  of  opinion  that 
especially  as  to  coal-car  distribution,  the  best  safeguard  to  the  rights  of  ship- 
pers is  publicity  in  connection  with  all  the  public  duties  of  the  carriers,  and 
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Whenever  there  has  been  a  car  distribution  the  details  of  which  were  open 
to  the  inspection  of  shippers,  while  there  may  have  been  complaints  by  ship- 
pers of  not  receiving  as  many  cars  as  they  required,  still  there  has  been  little 
>r  no  complaint  as  to  unfairness  of  the  carrier  as  between  shippers. 

Second.  The  method  of  rating  mines  on  those  roads  where  the  capacity 
yf  th^  mines  to  produce  coal  is  an  element  considered  in  the  distribution  of 
Jars  to  the  several  divisions  or  districts  and  each  mine  therein,  has  not  been 
carried  out  with  the  care  or  fairness  which  should  characterize  such  responsible 
ind  important  "duties.  In  some  cases  men  have  been  employed  for  this  purpose 
with  no  previous  experience  which  would  justify  intrusting  such  work  to 
bhem,  and  in  other  instances  this  difficult  task  has  been  conducted  in  a  way 
which  fostered  suspicion  and  dissatisfaction.  If  capacity  of  mines  is  to  govern 
In  the  rating  for  car  distribution,  the  persons  or  companies  owning  the  mines 
should  be  fairly  represented  when  such  a  rating  is  made. 

Many  inequalities  and  unjust  methods  are  used  in  arriving  at  the  capacity 
of  each  mine.  For  illustration:  On  the  Baltimore  and  Ohio  Railroad  and  the 
PennFyKania  Railroad,  and  probably  elsewhere,  if  one  company  owns  more  than 
one  mine  a  car  distribution  is  made  to  it  based  on  the  capacity  of  all  of  its 
mines,  which  equipment  it  may  divide  among  the  mines  owned  by  it  as  it  pleases, 
the  result  of  which  is  that  the  company  frequently  closes  down  one  or  two 
mines,  and  all  the  cars  due  to  it  are  sent  to  Jhe  mines  which  are  being  operated 
until  the  capacity  of  these  latter  mines  is  run  up,  and  then,  by  the  same  process, 
the  capacity  of  the  mines  which  were  closed  down  is  increased.  This  is  done 
for  the  purpose  of  working  up  a  larger  rated  capacity  for  each  mine  than  it 
30uld  have  if  it  had  only  the  cars  to  which  it  was  entitled,  and  it  is  unfair  and 
anjnst  to  the  company  or  person  owning  but  one  mine  and  should  not  be  per- 
mitted. 

Third.  The  stock  ownership  by  the  Pennsylvania  Railroad  Company  and  the 
New  York  Central  and  Hudson  River  Railroad  Company  in  other  carrier  com- 
panies, within  the  territory  covered  by  this  report,  tends  to  eliminate  competi- 
tion in  rates  which  might  otherwise  exist  between  the  railroads  carrying  coal 
to  tide  water  and  to  diminish  competition  of  tide-water  coal  with  all-rail  coal. 
It  is  strenuously  claimed  on  the  part  of  the  Pennsylvania  Railroad  Company 
that  the  acquisition  of  the  stocks  of  the  Baltimore  and  Ohio  Railroad  Company, 
the  Chesapeake  and  Ohio  Railway  Company,  and  the  Norfolk  and  Western 
Railway  Company  by  the  Pennsylvania  Railroad  Company  was  the  real  cause 
for  the  cessation  in  rebates,  which  seems  to  have  taken  place  immediately  after 
the  stocks  in  these  companies  were  acquired,  and  this  claim  in  part  seems  to  be 
justified. 

At  the  same  time  the  Pennsylvania  Railroad  Company  claims  that  there  is  no 
evidence  in  the  record  **  to  show  that  the  Pennsylvania  Railroad  Company  or 
any  of  its  officers  have  either  directly  or  indirectly  attempted  to  affect  in  any 
way  the  rates  on  either  the  Norfolk  and  Western  Railway,  the  Baltimore  and 
Oliio  Railroad,  or  the  Chesapeake  and  Ohio  Railway.  Indeed,  the  evidence 
distinctly  shows  that  no  such  effort  on  the  part  of  the  Pennsylvania  Railroad 
Company  or  its  officers  has  been  made." 

It  is  difficult  for  the  commission  to  understand  how  the  Pennsylvania  Railroad 
Company's  purchase  of  stock  in  the  Norfolk  and  Western  Railway  Company, 
the  Baltimore  and  .Ohio  Railroad  Company,  and  the  Chesapeake  and  Ohio  Rail- 
way Company  could  have  brought  about  a  cessation  of  rebates  on  the  roads  of 
the  three  latter  companies  unless  the  Pennsylvania  Railroad  Company  exercised 
its  control  over  the  rates  of  these  companies  by  reason  of  its  stock  ownership; 
and  while  the  use  of  its  power  by  the  Pennsylvania  Railroad  Company  in  that 
particular  contributed  to  the  maintenance  of  lawfully  established  rates,  still 
the  result  shows  the  existence  of  the  power. 

Some  discussion  was  had  before  the  commission,  when  the  effect  of  the 
stock  ownership  above  referred  to  was  being  considered,  as  to  the  differential 
in  rates  between  the  Pennsylvania  and  other  coal  fields,  and  the  question  was 
raised  whether  the  Pennsylvania  Railroad  Company  had  the  power  to  fix 
these  differentials,  and  there  was  also  evidence  raising  the  question  whether 
this  stock  ownersbip  has  unduly  increased  rates  on  bituminous  coal  to  northern 
points,  but  these  matters  were  not  before  the  commission  under  the  resolution 
of  Congress  above  referred  to,  and  we  have  not  undertaken  to  investigate  that 
subject  or  to  pass  thereon. 

Fourth.  On  two  of  the  railroads  in  the  territory  covered  by  this  report,  to 
wit,  the  Pennsylvania  Railroad  and  the  Baltimore  and  Ohio  Railroad,  a  very 
targe  part  of  the  shipments  of  coal  is  carried  in  what  are  known  a^  "  V\<1V- 
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vidua  1  cars"  owned  by  coal  operators  along  tbe  lines  of  theee  two  road& 
Tbese  cairs  are  bought  and  paid  for  by  the  indlvidnal  operator,  and  theti  are 
pat  into  their  service  exclusively  by  the  railroad  company,  and  for  th^  HJHb 
an  allowance  is  made  to  the  owner  of  the  car  of  6  mHls  per  mile,  which  vikS, 
however,  is  insufficient  to  pay  the  interest  on  the  money  invested,  bnt  fhi 
operator  gets  an  incidental  benefit  in  the  amount  of  coal  which  he  can  thl^^y 
get  to  market  and  the  regularity  of  car  service.  Nearly  every  railroad  ofDeer 
and  coal  operator  who  was  examined  on  the  subject  of  "  individual  cars" 
condemned  their  use,  as  will  be  shown  by  the  following: 
Mr.  W.  W.  Atterbury,  general  manager  Pennsylvania  Railroad  (p.  194) : 
'*  From  a  transportation  standpoint  I  think  every  railroad  man  in  the  coon- 
try  would  be  glad  to  see  the  private  car  abolished." 

Mr.  John  P.  Green,  first  vice  president  of  the  Pennsylvania  Railroad  Company 
(p.  3959): 

"  We  do  not  want  a  private  car  on  our  line.    We  would  like  to  abolish  eva7 
one  to-day." 
And  (p.  3958)  : 

"  We  have  not  wanted  them  for  a  great  many  years." 

Mr.  James  McCrea,  at  tliat  time  vice  president  of  the  Pennsylvania  lines  west 
of  Pittsburgh,  and  now  president  of  the  Pennsylvania  Railroad  (p.  5159) : 

*'  Mr.  Glasgow.  You  have  come  to  the  conclusion  east  of  Pittsburgh  that  yoi 
are  going  at  a  certain  period  to  stop  the  private  cars? 
"  Mr.  McCrea.  Yes,  sir. 

"  Mr.  Glasgow.  When  was  that  conclusion  reached? 

**  Mr.  McCrea.  We  have  been  gradually  working  up  that  matter  for  two  yeara 
We  have  had  a  half  dozen  reports  on  the  subject,  and  the  thing  has  been  dis- 
cussed and  talked  over,  and  it  was  reached  prior  to  Mr.  Cassatt's  going  away  to 
Europe. 
"  Mr.  Glasgow.  What  was  the  reason  of  that? 

"  Mr.  McCrea.  For  the  reasons  that  have  been  given — ^that  we  think  the  pri- 
vate car  is  unwise." 

Mr.  John  B.  Thayer,  fourth  vice  president  of  the  Pennsylvania  Railroad  Com- 
pany (p.  6392)  : 

"  Mr.  Thomas  Patterson.  You  heard  his  statement  [Mr.  McCrea]  that  the 
president  decided  on  the  abolition  of  private  cars? 

"  Mr.  Thayer.  Yes,  sir.  ♦  ♦  ♦  But  the  president  has  been  anxious  for  a 
year  i)ast  and  has  been  somewhat  provoked  because  we  did  not  feel  able — the 
operating  and  traffic  departments — to  carry  out  that  policy,  and  when  he  gave 
that  order  before  he  went  away  he  expected  it  would  be  carried  out,  but  I 
do  not  hesitate  to  say  frankly  that  Vice  President  Pugh  and  myself  took  the 
responsibility  of  suspending  it. 

**  Mr.  Glasgow.  Which  order  is  that  you  refer  to? 

"  Mr.  Thayer.  An  order  to  issue  a  notice  that  at  some  period  a  year  from 
now  we  would  absolutely  require  the  surrender  of  all  individual  cars  on  our 
line.  ♦  *  ♦  [Page  6395.]  I  would  like  to  add  that  the  reason  for  the  sus- 
pension of  that  order  for  further  consideration  was  because  we  who  are  more 
directly  in  touch  with  the  burdens  of  that  business  feel  that  in  justice  to  those 
men  who  have  placed  their  money  in  the  individual  car  and  perhaps  in  justice 
to  a  large  portion  of  the  consuming  public  that  we  ought  to  go  through  this 
next  winter.  That  is  my  own  judgment,  that  we  ought  to  go  through  the  next 
winter  with  this  very  large  increase  in  our  equipment,  and  we  all  hope  that 
that  experience  will  prove  that  we  will  at  least  be  able  to  accommodate  our 
traffic  to  a  large  extent  at  least  by  our  own  cars." 

Michael  Trump,  general  superintendent  of  transportation,  Pennsylvania  Rail- 
road Company  (p.  3319)  : 

"  We  have  been  discouraging  the  individual  car  for  a  number  of  years    ♦    •    • 
I  should  say  ten — ever  since  I  have  been  connected  with  it." 
And  he  further  says  (p.  3348)  : 

"  Of  cars  that  rench  mines  a  very  large  proportion  of  them,  approximately  OO 
per  cent,  are  individual." 

Mr.  Hugh  L.  Bond,  jr.,  vice  president  of  the  Baltimore  and  Ohio  Railroad 
Company  (p.  2186)  : 

**Now,  the  existence  of  those  contracts   (Somerset  and  Fairmont  for  3,000 
cars)  prevented  our  carrying  out  the  policy  which  had  been  outlined  of  getting 
rid  of  all  private  cars  on  the  system." 
He  further  says  (p.  2208)  : 

"  Mr.  Glasgow.  ♦  ♦  ♦  i  want  you  to  explain  why  it  is  absolutely  necessary 
that  a  large  operator  should  have  individual  cars. 
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"  Mr.  Bond.  I  said,  under  conditions  tliat  have  existed  and  still  exist  in  the 
opinioi^  of  the  operators.    I  would  be  glad  to  see  them  pass  away  as  a  railroad* 


:r.  Arthur  Hale,  superintendent  of  transportation  Baltimore  and  Ohio  Rail- 
road Company  (p.  2742) : 

"I  am  personally  against  the  individual  cars.     I  think  our  railroad  could' 
handle  more  fuel  cheaper  without  any  individual  cars.'* 
And  he  further  said,  in  reply  to  the  question  (p.  435) : 

"  Commissioner  Pbouty.  I  mean  this,  that  if  the  Baltimore  and  Ohio  Rail- 
road Company  could  raise  the  money  with  which  to  do  it.  is  there  any  reason 
why  they  should  not  take  over  these  private  cars  and  operate  them  as  Balti- 
more and  Ohio  cars  exclusively,  so  that  no  man  would  obtain  any  advantage 
from  the  car  supply? 

"Mr.  Hale.  Speaking  only  as  a  transportation  man,  from  a  transportation 
y^int  of  view  it  would  be  a  great  advantage  to  us.  There  is  no  doubt  about 
it  that  we  could  handle  the  road  more  economically,  and  we  could  handle  more 
coal,  and  we  could  handle  it  cheaper  if  there  were  no  private  cars  on  our  line.** 
Mr.  H.  C.  Ewings,  superintendent  of  freight  transportation  of  the  New  York 
Central  and  Hudson  River  Railroad  Company  (p.  4557)  : 

^•As  I  said  before,  the  New  York  Central  road  feels  that  it  should  provide 
equipment  to  move  freight  which  originates  on  its  line." 

And  further  (p.  4558)  : 
/    "  I  know  of  no  reason  why  the  operator  should  want  private  cars." 

Mr.  Alfred  H.  Smith,  general  manager  of  the  New  York  Central  and  Hudsolk. 
Biver  Railroad  Company  (p.  4595)  : 

"  We  have  no  private  cars — that  is,  private  coal  cars.  *  *  *  I  do  not  like 
a  private  car  myself  for  coal.    It  makes  too  much  switching.** 

Mr.  F.  H.  Wigton,  president  of  the  Morrisdale  Coal  Company  (p.  3489),  in. 
reply  to  the  question — 
"  The  Chairman.  You  would  eliminate  the  private  car  absolutely? 
"  Mr.  Wigton.  Absolutely.** 

Mr.  W.  A.  Lathrop,  president  of  the  Pennsylvania  Coal  and  Coke  Company 
Cp.  4386)  : 

"  So  far  as  individual  cars  are  concerned,  I  think  they  ought  to  be  wiped 
out,  and  I  have  so  stated  to  the  various  railroad  people.  *  ♦  ♦  We  have  a 
thousand  individual  cars.*' 

Mr.  George  Scott,  of  the  Puritan  Coal  Mining  Company  (p.  4213)  : 
"I  do  not  think  there  should  be  any  individual  cars  on  the  road.*' 
Mr.  Rembrandt  Peale,  president  of  Peale,  Peacock  &  Kerr   (Incorporated), 
(p.  4714) : 

"  When  we  tried  to  get  private  car  lines  on  the  New  York  Central,  they  always 
told  us  that  it  was  their  business  to  furnish  the  tools  and  our  business  to  get 
tbe  coal  out,  and  they  would  never  let  us  have  them." 

It  has  heretofore  appeared  in  tbe  evidence  that  the  Pennsylvania  Railroad 
Company  during  the  fall  of  1902  sold  to  the  Berwind- White  Coal  Mining  Com- 
pany 1,000  cars,  or  the  contracts  therefor,  to  be  used  by  the  latter  company  as 
tts  **  individual  cars,*'  and  during  the  same  period  the  Pennsylvania  Railroad* 
Company  sold  to  the  Keystone  Coal  and  Coke  Company  500  cars  which  were  in 
process  of  construction  for  the  railroad  company,  and  at  about  the  same  time 
tiie  Pennsylvania  Railroad  Company  leased  700  cars  from  its  equipment  to  J.  W. 
Xaisworth  &  Co. 

About  a  year  thereafter  a  report  was  made  to  Mr.  A.  J.  Cassatt,  president  of - 
tbe  Pennsylvania  Railroad  Company,  by  a  committee  of  officers,  recommending 
tbat   the  equipment  of  the  company  be  increased,  looking  toward  the  final 
^iminatlon  of  the  "  individual  car."    The  reasons  for  the  abolition  of  the  "in- 
^vidual  car,** -as  given  by  the  committee,  are  as  follows  (p.  6397)  : 

••  Reduction  of  switching  in  terminal  and  intermediate  yards,  reduction  in 
empty-car  mileage,  elimination  of  tracing  and  special  movements  made  at 
owners*  request,  the  saving  in  yard  and  clerical  forces,  which,  measured  in 
money,  is  estimated  at  $225,000  per  year  for  the  lines  east  of  Pittsburg  and  at 
^60.000  per  year  were  it  possible  to  do  away  with  the  individual  cars  on  th^ 
lines  west  of  Pittsburg. 

"  From  a  traffic  or  commercial  standpoint : 

"  The  avoidance  of  constant  irritation  and  jealousies  from  suspicion  of  pref- 
erences and  the  avoidance  of  charges  of  discrimination,  it  being  assumed  that 
the  railroad  company  is  prepared  to  furnish  regular  supply  of  cars. 
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It  can  not  be  denied  that  with  our  limited  freight-car  equipment  the  use  of 
Individnal  cnrs  materially  assists  in  the  taking  care  of  important  shipments, 
insuring  to  these  interests  a  regular  supply  of  cars,  and  If  the  cars  are  taken 
over  by  the  railroad  companies  and  the  cars  are  divided  strictly  on  basis  of 
production  there  may  be  times  when  the  railroad  company  will  be  unable  to 
handle  import<int  items  of  traffic  at  the  proper  times." 

So  it  will  be  seen  that  within  about  one  year  following  the  sale  and  leasing  of 
iJ200  cars  by  the  Pennsylvania  Railroad  Company  a  committee  of  Its  oflScers 
recommended  the  abolition  of  "  individual  cars."  It  seem?*  from  the  evidence 
tiiat  the  president  of  the  Pennsylvania  Railroad  Company  followed  up  the  rec- 
ommendation of  this  committee  by  ordering  that  notice  be  given  for  the  aboli- 
tion of  the  "  individual  cars."  Up  to  the  present  time,  however,  this  order  of 
the  president  Las  not  been  carried  out,  for  the  reasons  which  were  assigned  by 
Mr.  John  B.  Thayer,  fourth  vice  president. 

In  the  opinion  of  the  commission  the  use  of  "  individual  cars  "  is  a  source  of 
discrimination,  inequality,  and  unfairness  In  the  servce  rendered  to  the  shppers 
by  the  carriers,  and  steps  should  be  taken  at  the  earliest  possible  moment  to 
i^bolish  their  use  in  the  coal  service. 

IMfth.  Another  source  of  discrimination  in  the  system  of  car  distribution  on 
the  several  railroads  is  the  assignment  of  cars  to  certain  operations  for  fuel 
coal  or  company  coal  without  charging  such  cars  against  the  pro  rata  distribn- 
tive  shares  in  the  equipment  of  the  ropd.  In  other  words,  treating  such  assigned 
cars  as  arbitrary  cars  and  also  treating  cnrs  from  other  roads  for  fuel  coal  as 
arbitrary  cars  and  not  counting  them  against  the  percentage  to  which  the  opera- 
ipr  receiving  them  is  entitled.  This  method  of  distributing  cars  interferes  with 
and  to  a  certain  extent  nullifies  any  fair  system  of  distribution  which  may  be 
put  into  effect,  creates  inequalities  and  injustice  as  between  shippers,  and  is 
frequently  used  by  the  railroad  company  to  enable  it  to  get  its  fuel  supply  at 
less  than  the  market  price  for  coal,  and  amounts  to  an  arbitrary  assignment  of 
cars  in  consideration  of  the  difference  between  the  price  the  company  has  to  pay 
for  fuel  coal  and  the  market  price  thereof. 

Seventh.  That  said  Commission  be  also  Required  to  Report  as  to  what 
Remedy  it  can  Suggest  to  Cure  the  Evils  above  Set  Forth,  if  they 
Exist. 

The  commission  respectfully  recommends : 

First.  That  every  common  carrier  engaged  in  interstate  transportation  of  coal 
be  required  to  make  public  the  system  of  car  distribution  in  effect  upon  its 
railway  and  the  several  divisions  thereof,  showing  how  the  equipment  for  coal 
(Service  is  divided  between  the  several  divisions  of  its  road  and  how  the  some 
In  times  when  the  supply  of  equipment  does  not  equal  the  demand  is  divided 
among  the  several  mining  operations  along  such  road,  and  that  the  carrier 
further  be  required  to  publ'sh  at  stated  periods  and  at  each  divisional  hend- 
■<iuarters  upon  its  line  of  road  the  system  of  car  distribution  in  effect  and  the 
actual  distribution  made  to  each  mining  operation  under  such  system. 

Second.  That  where  the  capacity  of  the  mines  is  the  basis  for  the  distribution 
of  equipment,  a  fair,  just,  and  equitable  rating  of  the  mines  be  required,  and 
that  provision  be  made  for  the  representation  of  owners  of  the  mines  at  the 
rating  thereof. 

Third.  That  after  reasonable  time  carriers  engaged  in  interstate  commerce 
be  prohibited  from  using  **  individual "  or  "  private  cars  "  for  the  handling  of 
coal  traffic;  and  further  that  when  a  carrier  is  unable  to  furnish  all  the  cars 
required  by  all  the  shippers  upon  its  line,  all  cars  in  service  on  the  road,  ex- 
cepting individual  or  privately  owned  cars  until  their  use  is  prohibited,  be 
treated  as  the  equipment  of  the  company  and  subject  to  distribution  according 
to  the  system  or  plan  in  effect  at  that  time. 

Fourth.  That  carriers  engaged  in  interstate  commerce  be  forbidden  after  rea- 
sonable time  to  own  or  have  any  interest,  directly  or  indirectly,  in  any  operated 
coal  properties,  except  such  as  are  exclusively  for  their  own  fuel  supply,  and 
tliat  ownership,  either  directly  or  indirectly,  by  officers  or  employees  of  common 
Carriers  of  any  coal  properties  or  any  of  the  stock  of  coal  companies,  along  the 
line  of  road  by  which  they  are  employed,  be  forbidden. 

After  further  investigation  under  the  resolution  the  commission  will  make 
report  as  therein  required. 

All  of  which  is  respectfully  submitted. 
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MONDAY,  JULY  27,  1914. 

Subcommittee  on  Naval  Affairs, 

United  States  Senate, 

'Washington^  D,  O,    . 

The  subcommittee  met,  pursuant  to  adjournment,  at  10  o'clock 
a.  m. 

Present:  Senators  Nathan  P.  Bryan  (chakman)  and  William  EL 
Oiilton. 

Present,  also:  Senator  Tillman. 

TESTIMONY  OF  ME.  FAIEFAX  HAEEISON,  PEESIDENT  SOXTTH^r 

EEN  EAILWAY  CO.,  WASHINGTON,  D.  C. 

(The  witness  was  duly  sworn  by  the  chairman.) 

Mr.  Thom.  Mr.  Harrison,  are  you  president  of  the  Southern  Rail^ 
way  Co.  ? 

Mr.  Harrison.  I  am. 

Mr.  Thom.  How  long  have  you  held  that  position  ? 

Mr.  Harrison.  Since  December  1,  1913. 

Mr.  Thom.  Please  tell  the  committee  your  previous  relationship 
with  the  company,  your  knowledge  of  its  history,  and  its  develop- 
ment, and  its  pohcies. 

Mr.  Harrison.  I  have  been  in  the  service  of  the  Southern  Railway 
Co.  for  18  years.  I  entered  the  service  in  May,  1896,  as  a  junior  officer 
of  the  law  department,  having  to  do  with  the  routine  matters  of  the  laW 
department.  Mr.  Samuel  Spencer  was  then  president  of  the  corar 
pany,  as  he  had  been  since  its  organization  m  1894,  and  he  froni 
time  to  time  gave  me  work  to  do  in  immediate  relation  with  him. 

It  was  during  the  period  of  the  expansion  of  the  system,  when  Mr. 
Spencer  was  making  the  map  of  the  Southern  and  buying  a  g^'eat 
many  railroads.  I  came  into  closer  and  closer  relation  with  Mr. 
Spencer  in  that  work  in  carrying  out  his  policies.  In  1903  ho  made 
me  assistant  to  the  president,  to  work  immediately  with  him  and 
with  Mr.  Finley,  who  was  then  second  vice  president,  in  charge  ol 
the  property. 

On  Mr.  Spencer's  death  in  1906,  Mr.  Finley  made  me  one  of  the 
vice  presidents  of  the  ccmpany  and  put  me  in  charge  of  its  finances 
becau  e  of  my  relation  with  the  finances  with  Mr.  Spencer.  I  con- 
tinued as  a  vice  pre  ident  in  responsible  charge  of  the  finances  of  the 
company  until  1910,  when  I  was  elected  president  of  the  Chicago, 
IndianapoUs  &  LouisTille  Railway  Co.,  with  headquarters  in  Chicago, 

I  had  meanwhile  been  elected  director  of  the  Scuthern  Railway 
Co.,  on  the  death  of  Mr.  Joseph  Bryan,  of  Richmond,  in  1909.  Sep- 
sember  30,  1910,  I  was  elected  a  member  of  the  executive  committee 
on  the  death  of  Mr.  James  T.  Woodward.  While  I  went  to  Chicago 
to  be  in  charge  of  the  Monon,  a^  it  is  called,  I  did  not  ever  my  rela- 
tion with  the  Southern  Railway  Co.  but  continued  in  active  and 
re  pon'^ible  charge  of  the  finance-  cf  the  ccmpany,  and  continued  on 
the  board  of  directors  and  as  a  member  of  the  exe(  utive  committee. 
On  Mr.  Finley's  death  in  November  last  I  was  elected  president  of  the 
company. 
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Mr.  Thom.  How  far  have  vou  been  conversant  with  and  in  touch 
with  the  policies  and  general  principles  of  management  of  the  com- 
panv,  Mr.  Harrison  ? 

Mr.  Harbison.  During  Mr.  Spencer's  administration  I  was  a 
jmiior,  and  was  not  consulted  about  policy.  I  had  an  intimate  per- 
sonal contact  with  him  in  its  administration,  and  I  absorbed  his 
policy  bv  what  he  told  me,  bjr  what  I  saw,  and  by  what  was  done. 
When  Mr,  Finley  became  president  he  made  me  his  assistant  in  the 
largest  sense  of  the  term.  We  became  together  responsible  for  the 
poucy  of  the  company.  He  consulted  me  about  everything  of  any 
magnitude,  any  new  relations  of  the  company,  and  I  advised  with 
him,  and  my  views  and  my  judgment  were  considered,  if  they  were 
not  always  adopted,  in  determimng  the  policy  of  the  company  from 
the  beginning  of  Mr.  Finley 's  administration  until  the  end. 
.  Mr.  Thom.  Did  that  t;  uch  that  ycu  had  with  the  management  of 
the  company  give  ycu  knowledge  cf  its  views  and  pclicies  m  respect 
to  coal  matters  as  well  as  other  matters  ? 

Mr.  Harrison.  It  did,  in  the  general  sense. 

Mr.  Thom.  Now,  Mr.  Ha -risen,  will  ycu  give,  in  your  own  way, 
a  statement  cf  the  p(  licies  of  the  company  in  respect  to  the  matters 
now  mider  investigation? 

Mr.  Harrison,  i  have  understood  from  the  resolutoin  adopted  by 
the  Senate,  under  which  this  proceeding  is  held,  that  this  was  an 
inquiry  of  a  general  natuio  of  the  sources  of  coal  supply  on  the 
.Atlantic  soabc  ard  as  aflfecting  the  naval  strategy  of  the  Lnited  States. 
In  the  resclution  there  are  requirements  for  inquiries  with  regard  to 
the  particular  p(  licy  of  the  Southern  Railway  Co.,  and  in  his  opening 
statement  at  tnis  hearing  Senator  Tillman  has  named  Mr.  DiJaney 
as  the  plaintiff,  so  to  speak,  and  has  named  me  as  the  defendant. 
I  accept  that  assignment  to  defend  the  reputation  of  the  Southern 
Railway  Co. 

I  have  no  personal  quarrel  with  Mr.  Dulaney.  In  all  the  years  of 
Jiis  contending  with  the  Southern  Railway  Co.  it  has  never  been  my 
^fortune  to  coaie  into  peisonal  contact  with  him.  I  do  not  think  that 
I  ever  saw  him  before  until  I  saw  him  on  the  witness  stand  here  the 
^other  day.  I  have,  of  course,  heard  a  great  deal  of  him,  and  heard 
of  his  clains  and  his  charges  with  regard  to  particular  affairs  in 
lus  relation  to  the  Southern  Railway  Co. 

I  was  somewhat  at  a  loss  to  undei stand  the  motive  for  Mr.  Dulaney's 
charges  as  they  have  been  reheaised  here.  I  studied  him  with  a 
great  deal  of  interest  when  he  was  on  the  witness  stand,  and,  taking 
that  study  and  n:y  own  inquiry  from  others  and  what  I  could  learn, 
I  believe  that  Mr.  Dulaney  is  suffering  from  what  the  medical  books 
call  the  delusion  of  persecution.  I  believe  that  it  is  unjustified,  and 
in  my  tcstinr.ony  I  am  going  to  develop  some  of  the  grounds  of  my 
belief. 

I  beheve  that  Mr.  Dulaney  is  actuated  by  a  deep-seated  hatred  of 
one  or  two  men  who  have  succeeded  where  he  failed,  who  succeeded 
in  selling  the  Virginia  &  Southwestern  Railway  Co.  where  he  failed, 
who  succeeded  in  rraking  a  success  of  coal  rrining  in  the  Appalachian 
district  where  he  failed.  I  believe  that,  being  unable  to  reach  this 
man,  or  these  men,  he  has  attacked  the  Southern  Railway.  A  rail- 
road is  always  a  target  today  for  any  attack,  and  that  is  my  theory  of 
why  he  is  berore  us  here  to-day.     I  resent  with  every  fiber  of  my  being 
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the  imputations  of  bad  faith,  of  chicane,  of  malversation  which  have 
been  brought  against  the  manage  nent  of  the  SoutJbem  RaUway  Cjp. 
in  this  hearing.  I  deny  them  all,  and  I  take  some  comJort  in  the 
belief  that  those  who  know  us  and  have  done  business  with  us  through- 
out the  South — and  there  are  rrany — know  our  reputation  and 
will  not  put  credit  in  or  give  faith  to  those  charges  so  far  as  they 
affect  the  personal  character  of  the  management  of  the  Southern 
Railway  Co. 

I  feei  a  greater  resentment,  however,  at  the  further  direction  which 
the  charges  have  taken,  namely,  thai  the  Southern  Railway  Co.  and 
its  management  have  lent  themselves  servilely  to  the  uses  of  a  few 
men  who  have  no  interest  in  the  South,  who  have  selfish  purposes  to 
accomphsh. 

That  charge  fits  in  with  the  temper  of  the  times.  Anybody  is 
willing  to-day  to  hear  the  charge  that  a  railroad  is  being  used  for  a 
dishonest  purpose.  The  pride  of  the  Southern  Railway  Co.  and  its 
organization  during  many  years  has  been  in  its  own  virility,  in  its 
quality  of  leadership,  in  its  quality  of  progress,  and  of  being  first  in 
doing  things,  despite  its  financial  difficulties  which  have  oeen  its 
limitations  at  all  times  during  its  history. 

Those  are  things  which  I  challenge  our  competitors  to  deny.  They 
know  them.  They  have  found  them  out  in  experience.  Those  are 
things  which  have  given  justification  to  the  advertisement  which  we 
use  of  being  "the  premier  carrier  of  the  South.''  They  are  the  spirit 
of  two  leaders  of  men — Samuel  Spencer  and  William  Wilson  Fiidey 
infused  through  an  orianization.  And  every  man  in  that  organiza- 
tion to-  day  feels  those  thing^.  I  speak  for  myself,  and  I  venture  to 
say  that  I  speak  for  others  in  the  organization,  when  I  say  that  if 
we  knew  for  a  moment  that  the  stockholders  of  the  Southern  Rail- 
way Co.  had  elected  a  board  of  directors  who  used  the  Southern 
.  Railway  Co.  for  purposes  to  the  disadvantage  of  the  South,  I  would 
resign.  I  believe  that  what  I  am  trying  to  do,  what  my  opportunity 
is,  is  to  be  of  service  to  the  South.  And  I  have  devoted  my  life  to 
that,  and  shall  so  long  as  I  am  allowed  to  do  so. 

There  is  a  story  in  Herodotus  which  I  venture  to  apply  to  the 
Southern  Railway  Company,  that  when  Xerxes  was  told  about  how 
a  small  body  of  Spartans  were  proposing  to  test  the  pass  of  Ther- 
mopylae, he  wondered  why  they  did  not  run  away  when  they  saw  his 
army,  and  he  said,  "Especially  as  I  understand  they  are  freemen  and 
they  have  no  one  to  prevent  them  from  runningaway,"  and  one  of  his 
Greek  allies  told  him,  "They  are  freemen,  O  King,  but  they  have  a 
miaster  whose  name  is  Honor,  whom  they  fear  more  than  your  serv- 
ants fear  you." 

In  the  administration  of  industry  t^-day,  Mr.  Chairman,  we  hear  a 
great  deal  of  bad  faith  and  of  evil  management,  but  I  dare  risk  the 
reputation  of  the  Southern  Railway  Co.  before  any  tribunal  for  its 
miotiveaj  for  its  purposes,  for  its  patriotism  for  the  South.  It  has 
been  officered  largely  by  Southern  men.  It  has  always  been  led  by 
Southern  men.  Mr.  Spencer  was  a  Georgian  Mr.  Finley  was  a 
Mississippian.  There  has  never  been  a  time  when  any  motive  or  inter- 
est on  the  part  of  anybody  outside  of  the  South  has  been  a  controlling 
motive  in  the  management  of  the  Southern  Railway. 

And,  what  is  more,  the  pohcies  of  the  Southern  Kailway  Co. — and 
.  I  remember  I  am  testifying  under  oath — have  originated  at  all  times 
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and  in  every  detail  with  the  management  of  the  Southern  Railway 
Co.  They  have  not  been  directed,  they  have  not  been  arrested  by 
anyone  li^ing  in  New  Yoik  or  anywheie  else,  whether  he  is  on  the 
board  of  directois  or  has  any  other  relation  to  the  projpeity.  The 
board  of  directois  has  dealt  with  the  questions  of  pohcy  that  the 
management  has  brought  to  them,  and  has  originated  no  question 
of  poficy. 

I  propose  in  testifying  frankly  to  deal  with  nam.es,  with  the  names 
which  have  been  brought  before  this  committee.  Fiist,  I  want  to 
disn  iss  two  names  because  I  have  no  knowledge  of  them  at  all.  We 
have  heard  of  Mr.  Berwind  and  Mr.  Grant  B.  Schley  as  having  some 
maleficent  influence  upon  the  Southern  Railway  Co.  In  the  years 
of  my  relation  to  the  Southern  Railway  Co. — and  an  intimate  relation 
it  has  been — and  its  officeis,  I  have  never  heard  Mr.  Berwind's  name 
or  his  business  mentioned  as  affecting  the  aflfaiis  of  the  Southern 
Railway  Co.  I  have  never  known  Mr.  Berwind,  I  have  never  seen 
him,  and  if  he  has  had  any  influence  upon  the  affaiis  of  the  Southern 
Railway  Co.  it  has  been  some  occult  reaction  which  I  can  not  define, 
and  which  I  will  not  adn  it  that  my  intelligence  was  so  limited  as  not 
to  have  defined  if  it  existed. 

I  may  say  the  same  thing  of  Mr.  Grant  B.  Schley.  I  do  not  know 
Mr.  SchlQV;  I  never  saw  him  in  my  Ufe.  I  have  no  relations  with 
him,  and  1  do  not  beheve  he  ever  had  any  influence  upon  the  poKcies 
of  the  Southern  Railway  Co. 

Coming  now  to  those  whom  I  do  know,  and  with  regard  to  whom 
I  have  some  knowledge  and  can  testify,  I  will  speak  first  of  the 
voting  trust  of  the  Southern  Railway  Co.  That  was  an  institution 
organized  at  the  organization  of  the  company  in  1894,  the  three 
voting  trustees  being  J.  Pierpont  Morgan,  sr.,  who  is  dead,  George 
F.  Baker,  sr.,  and  Mr.  Charles  Lanier.  As  to  Mr.  Pierpont  Morgan's 
relation  to  the  Southern  Railway  Co.,  he  has  never  been  a  director. 
His  ofiicial  relation  has  always  been  that  of  a  voting  trustee.  I 
can  not  speak  with  the  same  certainty  of  what  Mr.  Morgan  said  and 
did  with  regard  to  the  Southern  Railway  Co.  during  Mr.  Spencer's 
administration,  because  I  do  not  know,  but  certainly  from  the 
beginning  of  Mr.  Finley's  administration  until  Mr.  Morgan's  death 
I  know 

Mr.  Thom.  That  is,  from  1 906  ? 

Mr.  Harrison.  From  1C06 — I  know  that  we  have  had  very  little 
contact  with  Mr.  Moigan.  He  has  never  interfered  in  our  affairs. 
He  never  proposed  that  we  should  do  anything.  He  never  dis- 
cussed any  form  of  traffic — including  coal  traffic— with  us  in  the 
management  of  the  company.  My  own  relations  with  Mr.  Morgan 
were  of  the  slenderest  character,  the  m.ost  infrequent,  and  so  far 
as  I  heard  what  Mr.  Morgan  said  and  did  with  regard  to  the  South- 
ern Railway  Co.  it  came  to  me  through  his  partner,  Mr.  Charles 
Steele.  Mr.  Steele  is  a  Southern  man,  bred  at  the  University  of 
of  Virginia.  He  has  had  his  business  career  in  New  York,  and 
had  been  a  member  of  Mr.  Morgan's  firm  a  good  many  years.  He 
has  been  a  director  of  the  Southern  Railway  Co.  durine  most  of  its 
history,  and  he  has  been  a  faithful,  diligent,  helpful,  working  director 
during  all  that  time.  He  has  supported  the  management  where  it 
needed  support,  but  he  has  never  at  any  time  suggested,  on  behalf 
of  himself  as  a  director  or  on  behalf  or  his  fellows  in  the  firm  of 
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Morgan  &  Co.,  or  on  behalf  of  Wall  Street  or  anybody  in  the  world, 
that  we  should  do  anything  of  any  kind.  He  has  discussed  with  us 
and  criticizid  and  considered  ovr  policies  as  we  have  developed 
them.  He  has  been  the  most  helpful  director  the  Southern  Railway 
Co.  has  had  during  its  history,  and  his  relation  to  the  Southern 
Railway  Co.  is  to  his  credit  and  to  the  credit  of  the  Southern  Railway 
Co.  ana  not  in  any  way  to  its  discredit. 

Of  the  other  members  of  the  voting  trust,  Mr.  George  F.  Baker 
I  have  known  pleasantly,  but  not  intimately  in  any  way.  I  have 
never  come  in  contact  with  him  except  at  long  intervab.  I  have 
never  heard  him  discuss  the  policy  oi  the  Southern  Railway  Co., 
except  in  the  barest  geneial  outline  from  time  to  time.  He  has 
never  to  my  knowledge  proposed  any  poHcy  or  su2:gested  any  relation 
that  he  might  have  with  any  other  property,  either  directly  or  in- 
directly, as  controlling  the  destinies  of  the  Southern  Railway  Co. 

Mr.  Charles  Lanier,  the  third  voting  trustee,  is  a  retired  banker 
in  New  York,  a  man  of  the  highest  respect abiUty,  whose  name  gives 
credit  to  whatever  he  takes  part  in.  Ho  has  been  a  director  of  the 
Southern  Railway  Co.,  as  well  as  a  voting  trustee,  for  a  number  of 
years,  but  has  never  taken  any  very  active  part  in  the  management. 

The  votiug  trust,  organized  in  1894,  has  just  been  dissolved. 
It  has  been,  as  Mr.  Cleveland  used  to  say,  in '  'innocuous  desuetude ''  for 
a  good  many  years.  Ihe  voting  trustees  would  give  a  proxy  for  the 
election  of  directors  at  the  annual  meeting,  but  I  never  heard  of 
their  meeting  or  considering  the  affairs  of  the  company  as  voting 
trustees.  It  has  been  on  the  cards  for  several  years  to  dissolve  the 
voting  trust,  because  it  no  longer  seemed  to  serve  any  useful  purpose, 
that  the  company  was  strong  enough  to  get  along  without  it.  Soon 
frfter  I  became  president  I  asked  them  to  dissolve  it,  because  of  my 
belief  that  the  continued  existence  of  it  and  the  misunderstanding  of 
its  purpose  by  the  pubHc  was  harmful  to  the  interests  of  the  Southern 
Railway,  and  they  promptly  and  cheerfully  agreed,  and  they  have 
done  it. 

The  management  of  the  Southern  Railway  Co.,  so  far  as  the  exer- 
cise of  any  control  is  concerned  outside  of  the  officers,  has  been  vested 
in  the  executive  committee  of  the  board  of  directors.  The  executive 
committee  consisted,  during  Mr.  Fiuley's  administration,  of  Mr. 
James  T.  Woodward,  who  was  president  of  the  Hanover  Bank,  a 
southern  man  having  large  relations  with  the  South  through  the 
banking  connections  of  the  Hanover;  Mr.  Charles  Steele,  another 
southern  man,  and  Mr.  Adrian  Iselin,  jr.,  of  the  firm  of  Iselin  &  Co., 
whose  father  made  investments  in  the  railroads  of  the  South  in  the 
years  immediately  after  the  war,  and  who  himself  inherited  an  interest 
in  and  a  relation  to  those  properties,  notably  the  East  Tennessee, 
Virginia  &  Georgia  Railroad,  which  is  part  of  the  Southern  Railway 
to  day,  and  the  Mobile  &  Ohio  Railroad,  and  the  Memphis  &  Charles- 
ton Railroad,  three  of  our  most  important  lines.  Mr.  iselin  was  con- 
nected with  those  roads  when  they  were  sold  to  the  Southern  Railway 
Co.,  and  he  naturally,  with  his  knowledge  and  acquaintance  and 
interest  in  them — the  interest  continued  financially — came  into  the 
board  of  directors  of  the  Southern  Railway  Co.  and  has  been  a  member 
of  the  executive  committee — a  hard-worlang  member  of  the  executive 
committee  who  has  helped  us. 
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.  Another  member  of  the  executive  committee  to-day  is  Mr.  George 
F.  Baker,  jr.  Mr.  Baker  is  a  young  man  who  has  come  into  re&^n- 
sibilities.  He  is  an  o£Bicer  of  his  father's  great  bank,  the  First 
National,  and  is  highly  esteemed  by  all  those  who  know  him  as  a 
dihgent,  hard-workmg  man.  He  was  made  a  member  of  the  execu- 
tive committee  because  he  was  a  young  man,  and  because  he  was 
hard-working,  and  because  it  was  believed  he  could  be  useful  to  us. 
He  has  not  been  a  member  of  the  executive  committee  or  the  board 
long  enough  to  have  taken  very  much  part  in  the  affairs  of  the  com- 
pany, but  he  has  never  in  anyway  suggested,  nor  has  my  intelligence 
acquired  through  anything  he  has  said  a  suggestion  that  he  was  using 
his  position  with  the  Southern  Railway  Co.  to  advance  any  other 
interests  he  might  have  elsewhere. 

The  other  member  of  the  executive  committee — ^I  do  not  speak  of 
Mr.  Finley  or  myself,  we  have  been  members  during  all  these  years- 
is  Judge  Gary,  the  chairman  of  the  Steel  Corporation.  Judge  Gary 
came  into  the  board  to  succeed  Mr.  Spencer  alter  his  death  and  was 
made  a  member  of  the  executive  committee.  Trying  to  think  the 
matter  back,  I  believe  I  was  the  one  who  suggested  Judge  Gary  to 
the  executive  committee  to  fill  the  vacancy.  My  purpose  in  doing 
that,  frankly,  was  to  help  the  mterests  of  tne  Southern  Railway  Co. 
It  was  before  the  days  of  universal  disapproval  of  interlocking 
directors.  We  had  large  interests  in  the  Birmingham  district,  of 
which  the  Tennessee  Coal  &  Iron  Co.  is  a  factor.     We  had  difficult 

Questions  arising  out  of  the  purchase  and  subsequent  sale  back  to  the 
ennessee  Coal  &  Iron  Co.  of  the  Birmingham  Southern  Railroad,  and 
I  believed  that  in  all  those  relations  it  would  be  useful  to  us  to  have 
Judge  Gary  interested  in  our  aflfairs. 

He  has  been  interested  in  our  affairs,  and  I  think  at  the  moment  of 
an  instance  of  a  relation  with  the  Tennessee  Coal  &  Iron  Co.  where 
the  fact  that  Judge  Gary  was  a  director  of  the  Southern  Railway  Co. 
was  of  very  great  importance  to  the  Southern  Railway  Co.  and  more 
to  its  advantage  than  to  that  of  the  Tennessee  Coal,  iron  &  Railroad 
Co.  Judge  Gary  has  never  at  any  time  used  his  office  of  director  or 
as  a  member  of  the  executive  committee  to  propose  or  t )  suggest  any 
use  of  the  traffic  policy  of  the  Southern  Railway  Co.  in  behalf  of  the 
Tennessee  Coal,  Iron  &  Railroad  Co.  or  of  the  Steel  Corporation.  I 
have  watched  Judge  Gary  very  carefully,  since  we  have  heard  so  much 
about  interlocking  directors,  m  this  very  pomt,  and  he  has  been  most 
scrupulous  in  his  separation  of  his  identity  as  an  officer  of  the  Steel 
Corporation  and  as  a  director  of  the  Southern  Railway  Co.  in  our 
board  meetings  and  in  our  discussions  of  our  affairs  in  which  he  has 
taken  part.  I  can  deny,  therefore,  with  absolute  confidence  that 
Jud^e  Grary  has  exercised  any  influence  over  the  policy  of  the  South- 
ern in  general  traffic,  in  purchases  from  the  Steel  Corporation,  or  in 
respect  of  coal  moving  from  the  Birmingham  district,  or  that  he  has 
suggested  any  such  interest. 

Mr.  Thom.  Or  any  other  district  ? 

Mr.  Harrison.  Or  any  other  district  of  any  kind. 

Is  there  any  other  individual  that  has  been  named  ? 

Mr.  Thom.  I  do  not  recall  any. 

Mr.  Harrison.  To  sum  up,  1  repeat  that  neither  Mr.  Spencer  nor 
Mr.  Finley  was  ever  the  tool  of  any  man  with  a  sinister  purpose. 
We  have  been  actuated  by  ambition  to  play  a  part  in  the  regenera- 
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tion  of  th6  South  and  to  reward  in  money  those  who  adventured  their 
capital  in  the  South  to  enable  us  to  do  that.  The  management  of 
the  Southern  Railway  Co.  has  had  its  eye  single  to  the  future  of  the 
South  and  it  has  had  to  make  its  living. 

In  making  our  living 

Mr.  Thom.  Before  starting  on  that,  Mr.  Harrison,  I  call  your  atten- 
tion to  the  charge,  which  seems  pertinent  to  what  you  have  just  been 
saying,  that  the  traiEc  poUcy  oi  the  Southern  Railway  in  respect  to 
the  movement  of  coal  was  dictated  to  it  by  the  Pennsylvania  Railroad 
traffic  department.  I  would  like  to  have  you  say  whether  or  not  that 
is  true  ? 

Mr.  Harrison.  That  is  absolutely  untrue.  The  answer  to  that  is 
the  answer  which  I  have  made  of  the  virility  of  the  management  of 
the  Southern  Railway.  There  is  no  officer  of  the  Pennsylvania  Rail- 
road, or  of  the  Norfolk  &  Western  Railway,  or  of  the  Chesapeake  & 
Ohio  Railway,  or  the  Virginian  Railway,  or  the  C,  C.  &  O.  Railway, 
or  any  other  of  our  competitors,  or  any  other  of  the  coal-carrvuig 
railroads  who  ever  could  have  directed  the  poUcy  of  the  Southern 
Railway  Co.  We  have  fought  our  own  battles,  we  have  contended 
for  our  own  interests,  and  we  have  protected  ourselves.  After  one  of 
the  hearings  of  last  week  an  officer  of  one  of  the  roads  I  have  named 
was  talking  to  me,  and  he  was  evidently  ''tickled,''  as  he  expressed  it, 
with  the  suggestion  that  his  company  had  been  able  to  control  the 
Southern  Railway  Co.  The  best  testimony  on  that  subject,  so  far  as 
the  control  of  the  Southern  Railway  Co.  by  the  Pennsylvania,  or  the 
Norfolk  &  Western,  or  any  of  the  rest  of  them  is  concerned,  would 
be  from  the  officers  of  those  companies.     I  deny  any  such  control. 

Mr.  Thom.  Has  the  traffic  poUcy  of  the  Southern  Railway  in  respect 
to  coal  been  an  independent  one,  adopted  solely  with  reference  to  the 
interests  and  duties  of  the  Southern  Railway  Co.,  or  has  it  been  in  any 
way  dependent  on  any  other  companv  ? 

Sir.  Harrison.  It  has  been  one  solelv  in  the  interest  of  the  prob- 
lem of  the  Southern  Railway  Co.  in  building  its  system  in  the  South. 
I  am  coming  to  that,  but  if  you  will  allow  me  I  will  postpone  that 
and  go  back  to  where  I  was. 

Mr.  Thom.  Very  well. 

Mr.  Harrison.  I  would  like  to  tell  briefly  the  history  of  the  devel- 
opment of  the  Southern  Railway  Co.,  what  it  has  been  and  what  it 
has  been  for. 

The  backbones — there  are  two  of  them — of  the  Southern  Railway 
Co.  were  the  Richmond  &  Danville  Railroad  and  the  Eastern  Ten- 
nessee, Virrinia  &  Georgia,  which  were  together  controlled  by  the 
Richmond  Terminal  Co.,  which  failed  disastrously  in  1892.  Several 
attempts  at  reorganization  were  made,  and  failed,  by  people  in  New 
York  and  elsewhere — Baltimore — and  finally  those  who  were  largely 
interested  in  the  securities  of  the  old  companies  went  to  Mr.  Morgan 
and  asked  him  to  take  hold  of  it.  He  did  take  hold  of  it,  and  com- 
mitted the  carrying  out  of  the  policy  of  reorganization  to  his  partner, 
Mr.  Charles  H.  Coster,  who  is  now  dead,  and  he  carried  through  a  very 
difficult  reorganization,  which  resulted  in  the  organization  of  the 
Southern  Rauway  Co.  in  1894. 

The  lines  of  railroad  vested  in  the  Southern  Railway  Co.  at  its 
organization  were  two  lines  extending  on  either  side  of  the  Allegheny 
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Mountains,  the  Richmond  &  Danvillle  on  the  east  and  the  East 
Tennessee  lines  on  the  west.  They  were  interior  lines.  They 
touched  tidewater  at  only  two  places,  at  West  Point,  Va.,  and  at 
Brunswick,  Ga.,  where  the  East  Tennessee  has  a  long  line  reaching 
down  from  Atlanta.  They  served  only  a  portion  of  the  South.  Mr. 
Spencer  conceived  the  necessity  of  extendmg  this  system  of  railroads 
when  he  took  hold  of  it  as  the  first  president.  For  several  years  he 
conducted  a  very  brilliant  campaign  of  acquisition  of  railroads.  He 
extended  the  system  to  the  Atlantic  seaboard  at  Norfolk,  at  Charles- 
ton, at  Savannah,  at  Jacksonville,  to  the  Gulf  at  Mobile  and  at  New 
Orleans,  to  the  Mississippi  Kiver  at  Memphis  and  St.  Louis,  and  to  the 
Ohio  Kiver  at  Louisville  and  Cincinnati,  and  he  acquired  an  interest 
in  the  Monon  Eailroad,  reaching  out  to  Chicago. 

He  acquired  a  great  manj  railroads  in  doing*  that.  His  purpose 
was  to  give  the  Southern  Railway  Co.,  as  a  traffic-bearing  instrument, 
a  leading  position  in  the  South.  The  result  of  his  policy  is  one  which 
can  best  be  answered  by  any  man  who  has  an  industrial  plant  on  the 
Southern  Railway  to-day.  Such  a  man  will  tell  you — many  of  them 
have  told  me — tnat  it  is  worth  more  to  them  to  be  on  the  Southern 
Railway  lines  than  on  any  other  fines  in  the  South  because  the 
Southern  Railway  Co.  reacnes  so  many  points,  because  the  Southern 
Railway  Co.  through  one  manafi:ement  is  able  to  control  traffic 
moving  to  so  many  points  in  the  South  and  to  the  gateways  leading 
to  and  from  the  South. 

In  expanding  the  system  Mr.  Spencer  necessarily  had  the  problem 
of  what  that  system  was  going  to  serve.  His  ideal  was  that  it  should 
serve  the  industrial  South.  He  sought  to  encourage  and  propagate 
in  every  way  the  enlargement  of  industries  on  the  lines  of  tne  South- 
ern. What  this  policy  meant  and  what  it  accompfished  is  illustrated 
by  the  statement  that,  on  the  purely  industrial  side,  the  records  of 
the  land  and  industrial  department  of  the  Southern  Railway  show 
that  during  the  years  from  1900  to  1913,  inclusive,  8,337  new  manu- 
facturing plants  of  various  kinds,  representing  an  investment  aggre- 
gating $500,000,000,  were  located  on  the  lines  of  the  Southern  Railway 
Co.  And  during  the  same  period  additions  were  made  to  2,486 
factories  already  located  on  those  lines  at  an  aggregate  outlay  of 
additional  capital  amounting  to  $100,000,000. 

In  undertaking  to  provide  for  an  industrial  development  in  the 
South  it  was  necessary,  in  the  interest  of  those  industries,  that  there 
should  be  a  rogjlar  suppljr  of  coal.  The  provision  of  a  source  of 
coal  supply  to  the  industrial  South  was  part  of  Mr.  Spencer's  prob- 
lem and  part  of  his  action.  Our  lines  in  the  Birmingham  district, 
before  the  organization  of  the  Southern  Railway  Co.,  reached  coal 
mines  west  of  Birmingham.  Our  east  Tennessee  lines  reached  a 
miriirg  district  north  of  Knoxville.  Mr.  Spencer  realized  that  it  was 
necessary  that  there  should  be  a  further  source  of  coal  supply  for 
the  industrial  South,  and  especially  for  the  cotton  miU  district  in  the 
Piedmont  country  east  of  the  AUoglienies  in  the  Carolinas. 

He  bought,  in  that  interest,  the  KnoxviUe,  Cumberland  Gap  & 
Louisville  Railroad,  the  line  extending  from  Knoxville  to  Middleboro, 
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the  line  technically  to  Cumberland  Gap  which  had  trackage  rights 
into  the  district  on  the  other  side  of  the  mountain.  He  bought  the 
KnoxviUe  &  Bristol  Kailroad  which  appears  on  the  map  as  connect- 
{  g  the  K.,  C.  G.  &  L.  Kailroad  with  Morristown.  At  the  time  of  the 
purchase  of  the  KnoxviUe  &  Bristol  road,  my  understandirg  is  that 
it  was  Mr.  Spencer's  purpose  to  connect  that  with  the  K.,  C.  G.  &  L. 
Railroad  by  a  short  cut-oflf,  and  to  rebuild  the  KnoxviUe  &  Bristol 
Railroad,  and  to  provide  an  outlet  to  the  southeast  through  Morris- 
town  via  the  K.,  C.  G.  &  L.  and  the  KiioxviUe  &  Bristol. 

Mr.  Lyon.  Between  what  points  was  the  K.,  C.  G.  &  L.  ? 

Mr.  Harbison.  I  do  not  re.iiember  the  names.  A  cut-oflf  was  to  be 
constructed  away  up  here  to  the  right  [indicating  on  the  map]. 
Here  is  the  Middleboro  coal-min~ng  district.  The  Miadleboro  district 
is  north  and  west  of  Cumberland  Gap.  The  plan  was  to  connect  the 
K.  G.,  G.  &  L.  road  at  some  point  equidistant,  or  thereabouts,  between 
Cumbeiland  Gap  and  KnoxviUe  with  a  short  cut-oflf  to  the  point  of 
nearest  contact  with  the  KnoxvUle  &  Bristol  Raiboad,  and  rebuild 
the  KnoxviUe  &  Bristol  Railroad  so  as  to  move  coal  from  the  Middle- 
boro  district. 

Mr.  Lyon.  That  is  the  road  I  was  not  familiar  with. 

Mr.  Harrison.  That  was  never  done.  The  quality  of  the  coal 
mined  in  the  Middleboro  distiict  was  a  pait  of  tnat  decision.  The 
other  part  of  that  decision  was  the  acquisition  of  the  Virginia  & 
Southwestern,  and  the  access  which  the  acquisition  of  the  Virginia  & 
Southwestern  gave  to  the  Appalachian  coal  region. 

Without  discussing  further  the  details  at  tms  time  of  the  acquisi- 
tion of  the  Virginia  &  Southwestern,  I  mention  it  simply  in  support 
of  my  general  statement  that  the  acquisition  of  that  road  and  the  ' 
reacmng  of  the  coal  on  that  road  was  in  the  interest  of  the  industrial 
South,  and  particularly  of  the  miU  district  in  the  Carolinas.  The 
traffic  of  the  Southern  Railway  Co.  is  a  variegated  traffic.  The 
Southern  Railway  has  never  been  and  has  never  considered  itself  a 
coal  railroad  as  such,  in  the  sense  that  the  Norfolk  &  Western,  the 
Chesapeake  &  Ohio,  and  the  Virginian  are  coal  roads. 

I  have  taken  the  classification  of  tonnage  moved  by  the  Southern 
Railway  Co.  for  the  fii^st  year  of  its  history  and  compared  it  with  the 
last  year  of  its  history,  or  with  the  year  ended  June  30,  1913.  We 
have  not  the  statistics  for  the  year  just  ended.  Taking  the  cus- 
tomary groups  of  classification  of  tonnage,  and  dealing  in  percentages: 
In  1895  20  per  cent  of  the  Southern  Railway  traffic  was  products  of 
agriculture.  In  1913  11  per  cent  was  products  of  agriculture,  although 
the  total  tannage  increa^^ed  from  1,268,000  tons  to  3,500,000  tons. 
I  am  uping  rovnd  figures. 

Mr.  Thom.  You  mean  tiat  is  the  total  tonnage  of  agricultural 
products?    Net  the  total  tonnage  of  the  road? 

Mr.  Harrison.  Products  ( f  agriculture.  In  1895  the  percentage 
of  the  t  tal  traffic  of  products  (f  animals  was  2.8  per  cent.  In  1913 
it  was  1.1  per  cent,  although  tie  t  nnage  of  products  of  animals  had 
increa-ed  frcm  173,000  trns  to  323,000  ton«^. 

it  In  1895  the  per  cent  cf  the  trtal  t  nnage  of  product?  of  mines  was 
38.1  per  cent,  and  in  1913  it  was  40  per  cent,  the  total  tonnage  of 
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products  of  mines  having  increased  from  2,345,000  tons  to  11,779,000 
tons. 

Mr.  Douglas.  When  you  say  "mines''  you  include  coai? 

Mr.  liARRisoN.  I  am  coming  to  that. 

Mr.  Douglas.  That  doe?  n  t  include  coal? 

Mr.  Harrison.  Yes.  Included  in  this  statement  of  products  of 
mines  is  a  small  tannage  in  anthracite  coal,  wuich  has  remained 
practically  con  tant  during  t  le  whole  history  c  f  the  company,  about 
60,000  t  ns  per  annum—  as  much  in  the  beginning  as  in  the  end. 
Tiat  is,  coal  used  f ( r  dcmestic  purposes,  mere  or  less  as  a  luxury. 

Mr.  Lyon.  In  that  ccimecticn,  do  you  have  the  coal  separated 
from  it  er  pre  due  t>  cf  mines? 

Mr.  Harrison.  I  have;  I  will  give  that.  The  principal  item  of  coal 
is  bit  imin  )us  c.  al.  Included  in  my  statement  cf  products  of  mines, 
the  bituminous  coal  was  29.37  per  cent  of  the  t  tal  tcnnage  of  the 
company  in  1895.  In  1913  it  was  28.95  per  cent,  although  the  tonnage 
had  mcrea^ed  from  1,812,000  t  ns  tj  8,526,000  t  ns. 

To  complete  my  statement  of  the  total  tonnage  of  the  company,  the 
per  cent  of  products  of  forests  in  1895  was  11.47,  and  1913  it  was  16.98 
per  cent,  the  tonnage  having  increased  from  708,000  tons  in  1895  to 
5,000,000  tons  in  1913.  ^ 

And  finally — and  what  we  take  the  greatest  satisfaction  in — ^I  come 
to  manufactures  and  miscellaneous  tonnage.  Of  the  total  tonnage  of 
the  company  in  1895  the  products  of  manufactures  and  miscellaneous 
was  27.16.  In  1913  it  was  30.03  per  cent,  and  the  total  tonnage  had 
increased  from  1,677,000  tons  to  8,843,000  tons.  It  thus  appears 
that  for  every  ton  of  coal  carried,  we  carried  a  ton  of  mannfactiu^s 
and  miscellaneous  tonnage. 

What  that  means  may  be  illustrated  by  comparison  with  the  traffic 
of  the  coal-carrying  roads.  Remembering  that  the  tonnage  of  bitumi- 
nous coal  carried  by  the  Southern  Railway  Co.  in  1913  was  28  per 
cent  of  its  entire  tonnage,  we  find  that  on  the  C.  &  O:  the  tonnage  of 
bituminous  coal  for  the  same  year  was  63.68  per  cent;  on  the  Norfolk 
&  Western  67.71  per  cent ;  on  the  Virginian  85.60  per  cent. 

Senator  Chilton.  You  are  speaking  of  the  percentage  of  coal  to 
the  whole  ? 

Mr.  Harrison.  To  the  total  tonnage  carried  by  the  company. 

The  point  that  I  wished  to  make  by  those  figures  is  that  there  is  a 
variety  of  tonnage  on  the  Southern  Railway,  and  that  it  is  not  pri- 
marily a  coal-carrying  road;  that  its  duty  iu  carrying  coal  is  primarily 
to  supply  coal  to  the  industries  on  its  lines. 

Mr.  Thom.  Is  there  net  this  lesson,  too,  Mr.  Harrison,  that  its 
pclicy  has  built  up  a  very  large  industrial  system  on  the  Southern 
road  as  compared  with  what  the  coal-carrying  roads  have  bu'dt  up 
on  their  lines  ? 

Mr.  Harrison.  I  believe  that  to  be  a  fact.  I  have  not  the  figures 
to  show  the  number  (  f  industries  on  the  cral-carrying  railroads,  but 
I  know  that  the  S(  uthern  Railway  (  o.  has  added  industries  year  after 
year  during  every  year  rf  its  history,  and  the  pclicy  of  prcmcting 
industry  has  been  the  p-  licy  of  the  Southern  during  its  whcle  life. 
One  who  travels  on  (  ur  main  line  through  the  (  arclinas  can  see  the 
sm-  ke  of  a  chimnev  practicallv  all  the  way.  It  is  one  of  the  marvels 
of  the  growth  rf  the  industrial  South.  Fighteen  years  ago  when  I 
first  went  over  that  line  there  were  very  few  factories. 
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Now.  it  is  jio  miracle  that  has  brought  all  those  factories  :to  the 
lines  of  the  Southern  Railway.  -     . 

Our  ^owth,  so  far  as  the  c  al  traffic  is  concerned,  was  at  one  time 
checked  by  the  development  of  the  hydrc  electric  power.  Tne  rivers 
coming  down  from  the  mountains  in  the  Piedmont  district  have  been 
dammed  and  water  pcwer  develc  ped,  and  at  one  time  a  great  many  of 
the  cc  ttcn  mills  in  that  district  tec  k  en  electric  pewer  in  place  ef  ccal. 
Tnat  fact  had  a  serious  eflfect  upon  cur  pcUcy  in  relation  to  our  coal 
traffic.  We  hesitated  because  we  did  not  know  how  far  it  was  going 
or  whether  it  was  necessary  or  desirable  to  increase  our  investment 
in  coal-carrying  facdities  if  we  were  not  to  continue  to  supply  those 
factories  with  coal  as  we  had  in  the  past. 

The  extraordinary  thing  has  happened,  that,  after  an  experience 
with  that  hydroelectric  power,  most  of  those  factories  are  now 
using  coal.  1  do  not  mean  they  have  been  abandoned  the  hydro- 
dec  trie  power,  but  the  growth  of  the  industry  has  been  such  as  to 
create  a  necessity  of  a  steam  plant  in  almost  every  factory,  so 
that  the  continued  use  of  coal  has  been  a  characteristic  of  the  cot- 
ton-mill development,  and  it  is  a  growing  business  to-day,  rather 
than  a  dying  business,  as  we  at  one  time  thought  it  was. 

Sentor  CmLTOX.  Have  vou  had  one  general  poKcv  about  develop- 
ing your  waterpower,  or  Ras  it  been  local  and  confined  to  the  ineli- 
viaual  business  ?    Have  you  a  general  system  of  development  ? 

Mr.  Harrison.  Several  enterprising  men  have  taken  hold  of  it. 
It  is  controlled,  as  I  understand,  very  largely  by  a  few  people. 

Senator  Chilton.  Do  you  know  who  the  people  are  ? 

Mr.  Harrison.  Mr.  Duke,  whose  name  is  known  in  connection 
with  the  American  Tobacco  Co.,  is  one  of  the  largest  holders  of 
waterpower.  There  are  others  besides;  I  do  not  remember  their 
names. 

Senator  Chilton.  Do  thev  buUd  high  dams  or  low  dams  ? 

Mr.  Harrison.  They  build  all  kinds  of  dams.  They  have  experi- 
mented with  every  form  of  power. 

Senator  Chilton.  That  is  a  big  and  open  question  in  my  State, 
and  I  asked  merely  for  the  information. 

Mr.  Thom.  The  Southern  Railway  Co.  has  no  interest  in  any  of 
the^e  water  developments  ? 

Mr.  Harrison.  None  at  all;  it  has  been  a  competitor  of  our  coal 
buf^mess  wherever  it  has  appeared. 

Senator  Chilton.  But  you  found  that,  Kke  the  development  of 
the  electric  railways,  it  helps  both? 

Mr.  Harrison.  It  does,  sir.  We  have  said  that  publicly.  Mr, 
Finley  said  it,  and  I  have  said  it,  that  we  advocate  the  development 
of  the  hydroelectric  power  because  it  develops  industry,  and  there 
is  glory  enough  tor  all  when  you  get  through. 

Senator  Tillman.  I  should  think  a  railroad  would  want  freight 
rather  than  glory. 

Mr.  Harrison.  We  get  the  freight,  sir;  the  glory  makes  the 
freight. 

Senator  Tillman.  And  the  freight  makes  the  glory  ? 

Mr.  Harrison.  They  interact. 

Supplementing  the  growth  cf  the  ccal  traffic  on  the  Southern 
Railway  system  with  the  growth  cf  its  industrial  traffic,  I  would 
like  to  put  in  a  statement  showing  the  number  of  tons  of  bituminous 
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coal  carried  by  the  S  )uthern  Railway  eveiy  year  of  its  history, 
shjwiag  an  increase,  a^  I  have  stated,  of  from  1,812,000  tons  in  its 
fir-t  year  ti  8,576,000  in  the  year  1914  just  closed,  increasing  grad- 
ually and  steadily  during  the  whole  period. 

('ihe  statement  here  submitted  by  the  vdtness  is  as  follows:) 


Southern  Railway  Co. — Bituminoiu  coal  carried. 


Tons. 

1895 1,812,689 

1896 2,185,860 

1897 2,056,920 

1898 2,468,397 

1899 2,969,482 

1900 3,519,788 

1901 '3,941,013 

1902 5,241,771 

1903 6,021,230 

1904 6,215,453 


Tons. 


1905 6,114,313 

1906 6,356,510 

1907 6,615,408 

1908 6,485,815 

1909 6,312,592 

1910 7,408,914 

1911 7,881,993 

1912 8,568,058 

1913 8,526,232 

1914  (June  estimated) 8, 576, 586 


Senator  Chilton.  That  covers  aU  the  coal  you  haul 

Mr.  Harrison.  All  the  coal  we  haul  anywhere  on  our  lines. 

Senator  Chilton.  Into  or  out  of  your  coal  territory  ? 

Mr.  Harrison.  Yes,  sir. 

Senator  Chilton.  Where  is  the  coal  for  your  factories  derived 
from  ?    Where  do  you  get  your  coal  supply  mostly  for  your  factories? 

Mr.  Harrison.  It  comes  from  aU  of  our  sources  of  coal  supply, 
but  to-day  the  Carohna  territory  is  drawing  its  coal  somewhat  from 
what  we  call  the  Tennessee  district,  north  of  Knoxville,  and  some- 
what from  the  Virginia  &  Southwestern  district.  The  factories  in 
the  western  part  of  our  territory  get  a  ^od  deal  of  coal  from  the 
Birmingham  district.  There  are  competitive  conditions  which  from 
year  to  year  change  that. 

I  come  now  to  the  financial  history  of  the  company,  which  has 
been  so  large  a  factor  in  everything  we  have  done.  In  carrying  out 
his  poUcy  of  expansion,  Mr.  Spencer  was  required  to  resort  to  various 
expedients  to  finance  his  purchases.  The  original  financial  plan  of 
the  company  was  the  creation  of  a  first  consolidated  mortgage  for 
$120,000,000  at  the  time  the  company  was  organized.  Most  of  the 
bonds  authorized  to  bo  issued  under  that  mortgage  were  reserved  to 
take  up  underlving  bonds  already  in  existence.  There  was  a  provi- 
sion of  $20,000*^,000  at  the  rate  of  $2,000,000  a  year  for  the  future 
development  of  the  system. 

It  is  evident  that  that  plan  was  very  soon  outstripped.  The  roads 
which  were  acquired — Uke  the  Memphis  &  Charleston  and  our  St. 
Louis  division,  the  L.  E.  &  St.  L. — were  acquired  by  purchase  money 
mortgages.  Spec  isl  bonds  of  the  Southern  Railway  Co.  were  issued, 
secured  by  a  lien  directly  upon  the  property  purchased.  Other  rail- 
roads were  bought  for  cash,  or  for  tne  exchange  of  such  securities  as— i 
we  had  in  the  treasury,  and  there  was  accumulated  in  that  way  a 
debt  of  $16,000,000  for  the  acquisition  of  railroads. 

Mr.  Douglas.  WUl  you  state  during  what  period  of  time  that  was*" 

Mr.  Harrison.  I  am  speaking  generally  of  the  period  of  time  fro 
1895  to  1906. 


1  Excluding  St.  Louis  division.  Tor  purpose^  ^^  cotajpM^son,  t\ie  1902  annual  report  shows  4,828,1 
tons  carried  in  1901,  including  L.  E  ^  &  St.  L.  Ry  ^  ,  ^wX^-DwiembeT,  1900,  and  St.  Louis  division,  Januac 
June,  1901. 
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This  debt  of  $16,000,000,  used  in  the  acquisition  of  raiboads,  was 
funded  temporarily  by  an  issue  of  five-year  bonds,  made  in  1904. 
Mr.  Spencer  Was  working  all  the  time  to  a  general  financial  plan,  and 
in  1906  his  general  financial  plan  was  birou^t  out,  consisting  of  what 
is  known  as  our  development  and  general  mortgage  bonds.     That 
was  a  mortgage  for  an  authorized  issue  of  $200,000,000  of  bonds, 
of  whioh  about  half  were  reserved  to  take  up  existing  bonds,  including 
the  purchase  money  mortgage  bonds  which  had  been  created  in 
the  mterval.     It  did  not  take  up  the  first  consolidated  mortgage 
bonds,  but  supplemented  that,  and  it  left  nearly  $100,000,000  of 
bonds  to  be  issued  from  time  to  time  for  improvement  and  better- 
ments of  the  property.     Those  bonds  were  fixed  at  the  time  of  their 
creation  as  4  per  cent  bonds.     Mr.  Spencer  sold  $20,000,000  of  those 
bonds  at  the  time  of  their  creation. 
Senator  Tillman.  What  did  he  get  for  those  bonds  ? 
Afr.  Harrison.  He  got  87  for  the  4  per  cent  bonds. 
I  have  here  a  graphic  chart  showing  the  range  of  prices  of  25  rail- 
road bonds  from  1904  to  1914.    I  will  ask  that  this  be  put  in  evidence  to 
illustrate  that  when  these  development  bonds  were  brought  out  in 
1906,  the  tendency  of  prices  of  railroad  bonds  had  started  down 
already,  having  been  highest  in  1905,  but  it  had  not  yet  become 
apparent  that  it  was  a  constant  tendency. 

(The  chart  here  submitted  by  Mr.  Harrison  is  as  follows:)    . 
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Chart  of  Prices  of  Twenty-five  Railroad  Bonds,  1904-1914 

Senator  Chilton.  You  said  ''1894.''     Did  you  mean  1894  or  1904  ? 
Mr.  Harrison.  I  was  speaking  of  Mr.  Spencer's  administration, 
which  was  from  1894  to  1906. 

Senator  Chilton.  I  just  wanted  to  know. 
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Mr.  Habrison.  When  the  first  $20,000,000  of  these  development 
bonds  were  sold,  Mr.  Spencer  believed  thai  the  financial  problem  ol 
the  Southern  Railwajr  was  solved.  He  was  very  much  elated;  he 
deemed  it  a  great  achievement,  as  it  was  to  have  brought  the  credit 
of  the  railroad  to  the  point  where  it  could  sell  4  per  cent  bonds. 

Mr.  Lyon.  But  not  at  par  ? 

Mr.  Harrison.  But  not  at  par.  He  believed  that  those  bonds 
would  bo  selling  in  the  nineties  within  a  few  years,  taking  rank,  as 
thay  became  seasoned,  with  other  bonds  of  their  class,  whi^h  were 
selhng  in  the  nineties. 

With  that  confidence  in  the  future,  and  with  that  first  sale  of  those 
$20,000,000  of  bonds,  Mr.  Spencer  invested  the  proceeds  of  that 
$20,000,000  in  improvements  and  betterments  of  the  Southern 
Railway  property.  He  began  the  policy  of  double  track;  began  the 
policy  of  unprovemcnt  of  terminals;  but  within  six  months  after  that 
time  he  was  dead.  He  had  committed  the  company  to  large  plans, 
to  large  contracts,  to  large  obligations  during  that  period,  in  the 
confidence  that  the  $5,000,000  a  year  of  those  development  bonds 
which  the  mortgage  provided  might  be  issued  for  betterments  and 
improvements  could  be  sold  currently  with  their  issue. 

Upon  Mr.  Spencer's  death  we  were  faced  with  as  serious  a  difficulty 
as  ever  any  railroad  had — to  provide  for  the  accruing  maturities  of 
these  obligations  of  construction  which  had  been  undertaken.  Busi- 
ness was  then  at  a  high  tide;  we  w^ere  doing  a  very  large  business, 
larger  than  ever  before.  The  price  of  bonds,  however,  had  begun  to 
go  down,  as  sliown  }>y  the  chart  which  I  have  offered  in  evidence,  and 
when  in  the  beginning  of  1907  we  tried  to  sell,  as  Mr.  Spencer  had 
expected  to  do,  some  more  of  those  development  bonds  to  take  care 
of  our  maturing  ol)ligations,  the  market  had  dropped  to  the  point 
where  a  4  per  cent  bond,  unseasoned,  was  not  salable  at  a  fair  price 
to  the  company.  They  never  have  been  back  there  since;  they  have 
gone  steadily  down,  as  shown  by  that  cliart. 

Mr.  TiioM.  At  what  price  are  they  now,  Mr.  Harrison? 

Mr.  IFarkison.  I  believe  the  market  price  of  them  is  about  73. 

Mr.  Lyon.  The  Southern  bonds? 

Mr.  Harrison.  Southern  4  per  cents;  yes. 

Mr.  Lyon.  As  shown  on  that  chart? 

Mr.  Harrison.  The  chart  shows  25  standard  railroad  bonds.  I  do 
not  know  what  they  are. 

Mr.  Lyon.  Southern 

Mr.  Harrison.  Southern  bonds  have  gone  down. 

We  met  the  necessity  in  February,  1907,  by  the  first  issue  of  short- 
term  notes  (we  already  had  a  sho/t-term  bond,  five-year,  outstanding). 
In  February,  1007,  we  created  $15,000,000  of  three-year  notes. 
They  sold  very  well.  My  memory  is  that  we  sold  them  at  95 i,  which 
was  considered  a  fair  price  at  the  time. 

Mr.  Lyon.  Nineteen  hundred  and  seven  ? 

Mr.  Harrison.  Nineteen  hundred  and  seven. 

Mr.  Lyon.  What  time  in  1907  ? 

Mr.  Harrison.  In  February,  1907. 

Mr.  Lyon.  That  was  before  the  panic,  was  it  not  ? 

Mr.  Harrison.  Yes;  I  am  coming  to  that. 
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We  applied  the  proceeds  of  these  notes  to  ineetmff  construction 
obligations  previously  {Lssumed,  not  to  anything  new.  In  the  autumn 
of  1907  came  on  the  panic,  and  in  the  winter  and  spring  of  1908  was 
the  financial  crisis  of  the  Southern.       '. 

We  had  many  obligations  maturing;  we  had  no  money  to  provide 
for  them.  We  had  no  credit.  Our  friends  were  willing  to  do  what 
they  could  for  us,  but  they  said  we  had  no  credit;  everybody  wanted 
money  at  once;  money  did  not  grow  upon  trees;  and  we  came  in 
February  and  March,  1908,  as  near  financial  disaster  as  it  was  pos- 
sible for  a  railroad  to  go.  Our  traffic  fell  away;  our  earnings  de- 
creased: our  income  was  small.  There  is  only  one  test  of  railroad  credit 
that  I  have  ever  been  able  to  apply  with  satisfaction,  and  that  is 
income.  A  railroad  or  any  other  industa'y  with  income  can  always 
borrow  money,  if  its  income  is  large  enough  to  have  a  safe  margin 
over  tihie  additional  burden  which  it  assumes  in  interest.  We  did 
not  have  that  margia  in  the  spring  of  1908.  I  spent  that  winter 
largely  in  New  York.  Mr.  Finley  spent  the  winter  on  the  raiU 
road.  Mr.  Fhilev's  effort  was  to  retrench  in  every  way  that  it  was 
possible,  to  cut  d.own  the  expenses  so  as  to  come  within  our  income, 
and  to  avoid  disaster.  He  was  engaged  in  a  herculean  task,  and  he 
"was  doing  it  diligently  and  earnesuy.  My  efforts  in  New  York  were 
to  borrow  $1,000,000  and  $2,000,000  at  a  time  to  tide  over  this  and 
tide  over  that,  all  the  time  talking  some  comprehensive  plan  in  try- 
ing to  promote  a  condition  of  mind  of  oiu*  friends  who  were  willing  to 
help  us  within  reasonable  limits,  that  the  limits  were  reasonable,  and 
that  they  should  help  us. 

In  considering  this  period  the  other  day,  I  turned  up  some  personal 
letters,  which  I  wrote  to  Mr.  Finley  at  the  time.  They  were  manu- 
script letters,  written  after  the  heat  of  a  day's  work,  and  I  read  one 
or  two  of  them  simply  to  illustrate  what  was  our  situation  at  thiat 
time. 

Here  is  a  letter  which  is  dated  ''Tuesday  night. *'  It  was  in  Jan- 
uary, 1908,  although  that  date  does  not  appear  upon  it. 

We  had  just  borrowed  $2,000,000  from  three  banks,  and  paid  10. 
per  cent  for  it  for  a  short  time,  three  months,  I  think  it  was  [reading] : 

University  Club, 
Fifth  Ayenub  and  Fipty-foxjbth  Stbebt, 

Tuesday  night. 
Dear  Mr.  Finley:  It  is  evident  that  the  two  millions  loan  must  suffice  to  carry 
us  over  March  1;  probably  even  over  April  1.  Under  the  circumstances  we  can  not 
afford  to  pay  out  an  unnecessary  dollar.  I  suggest  you  consider  an  arbitrary  order 
to  stop  every  single  bit  of  construction  for  which  the  Southern  is  advancing  money. 
We  know  by  experience  the  difficulties  which  are  opposed  to  all  such  action,  but  I 
believe  it  can  be  done  by  simply  shutting  down  the  cash  box.  Of  course  the  con- 
tractors will  howl.  We  will  hear  of  the  dread  "retained  per  cents,"  and  there  will 
be  trouble,  but  it  does  not  seem  to  me  that  construction  contracts  are  any  more  sacred 
than  contracts  for  ordinary  supplies,  and  we  have  kept  the  supply  men  waiting  with- 
out mercy,  many  of  them  for  several  months.  This  action  would  take  courage,  but 
it  takes  courage  to  live  these  melancholy  days. 
Faithfully,  yours, 

Fairfax  Harrison. 
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Another  note  [reading] : 

80  Broadway, 
New  York,  February  20, 1908. 

Dear  Mr.  Finlby:  Our  financial  pot  is  really  boiling  at  last.  This  morning  we 
found  that  Mr.  Woodward  was  leaving  at  noon  to-day  to  spend  several  days  at  his  place 
in  Maryland.  So  in  response  to  a  hurry  call  I  got  Steele  and  Mr.  Iselin  to  meet  at  the 
Hanover  Bank  and  the  whole  question  was  discussed.  Both  Mr.  Woodward  and  Mr. . 
Iselin  agreed  to  the  plan  which  was  to  attempt  to  arrange  a  loan  of  110,000,000  on  devel- 
opment mortgage  bonds  at  60,  putting  it  up  to  the  two  insurance  companies  to  take  a 
substantial  part  to  protect  the  large  m vestment  they  already  have  in  the  Southern. 
Steele  has  smce  seen  Mr.  Baker,  who  is  an  important  factor  in  Mutual  Life,  and  has 
sounded  Mr.  Randolph.  The  latter  says  that  Mr.  Claflin  must  deal  with  us  for  the 
N.  Y.  Life,  so  a  meetmg  is  being  arranged  for  to-morrow  morning  at  10  at  the  Financial 
Emergency  Hospital — Mr.  Morgan*s  library.  At  that  hour  please  think  of  me  as  going 
under  ether.  I  will  wire  you  the  result  of  the  operation  as  soon  as  there  in  anything 
to  say. 

Faithfully,  yours, 

Fairfax  Harrison. 

Mr.  Harrison.  Here  is  another  letter,  dated  March  2,  to  Mr- 
Finley  [reading] : 

80  Broai/way,  March  2, 1908. 

Dear  Mr.  Finley:  There  is  a  thick  fog  over  New  York  to-day,  but  whether  this  is 
an  explanation  or  not  I  can  not  yet  see  daylight  ahead  for  the  Southern.  I  have  been 
on  my  legs  all  day  runniog  from  one  man  to  another  with  bland  words,  but  we  are  still 
blocked  by  the  New  York  Life,  which  declines  to  go  into  the  smaller  plan  unless  assured 
that  in  some  way  the  company  will  be  provided  for  over  January  1  next.  We  are 
working  steadily,  and  I  am  not  yet  fearful  of  the  ultimate  result,  but  I  can  not  help 
thinking  of  Ansley  sitting  on  his  diminishing  cash  box  witii  his  hopeful  eyes  glued  on 
the  horizon  whence  comes  the  cash  in  flush  times. 
Faithfully,  yours, 

Fairfax  Harrison. 

Senator  Chilton.  That  was  in  1908  ? 
Mr.  Harrison.  In  the  spring  of  1908. 

Another  note.  I  am  reading  these  for  the  purpose  of  laying  a  founda- 
tion for  what  I  am  going  t )  say,  as  a  reason  why  we  did  not  do  things. 
[Reading:] 

Univbrsity  Club, 
Fifth  Avenue  and  Fipty-pourth  Street, 

March  4,  1908. 

Qbab.  Mr.  Finley:  I  saw  Brownell  of  the  Erie  this  afternoon  in  connection  with 
the  0.  N.  O.  &  T.  P.  stock  question.  It  is  pitiful  how  parallel  are  their  straits  and  ours. 
When  I  went  into  his  room  he  was  dictating  a  letter  to  a  commission  explaining  why 
the  Erie  could  not  build  a  new  station  somewhere,  and  he  told  me  that  Mr.  Underwood 
has  to-day  been  talking  to  committees  of  employees  proposing  wage  reduction,  to  be 
met  by  the  same  stereotyped  refusal  we  have  all  had .  They  are  now  meditating  appeal 
for  mediation  under  the  Erdman  law,  not  because  they  expect  any  relief,  but  to  avoid 
the  horns  of  the  dilemma,  which  are  strike  or  continued  hi^h  jjay.  Brownell  says  that 
if  Ahere  is  a  strike  there  will  be  receivershij)  in  a  week,  wmle  if  there  is  no  strike  there 
may  be  no  receivership  for  two  weeks.  Seriously,  they  are  up  against  the  same  propo- 
sition we  are.  with  maturing  capital  obligations,  absolutely  no  public  market,  and  de- 
spairing bankers.  What  tms  spring  may  bring  forth  for  us  all,  God  knows.  I  still 
hope,  however,  to  find  the  money  to  carry  us  along  at  least  until  the  July  1  payments. 
It  is  difficult  to  decide  what  is  best  for  the  property  in  this  morass  where  we  are 
floundering. 

Yours,  F.  H. 

Senator  Chilton.  Have  you  anything  there  on  the  car  surplusage 
at  that  time  ? 
Mr.  Harrison.  The  car  surplus  ? 
Senator  Chilton.  Yes. 
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Mr.  Harrison.  I  have  not  the  figures  with  me,  sir,  but  I  can  get 
them. 

Senator  Chilton.  Was  it  marked  or  not  ? 

Mr.  Harrison.  The  traffic  was  at  high  tide  imtil  November,  1907, 
and  then  it  dropped  suddenly  and  fast,  and  it  reached  down.  We 
reached  a  low  point — I  am  speaking  of  our  experience,  which  was 
characteristic — m  Jianuary,  and  then  still  a  lower  point  later,  in  the 
spring,  in  May,  and  from  that  time  we  began  to  climb  up. 

Senator  Chilton.  You  do  not  recollect,  and  you  have  not  any  fig- 
ures to  hand  there,  have  you,  as  to  the  car  surplus — the  empty  cars  1 

Mr.  Harrison.  I  can  get  those  figures  and  give  them  to  you  this 
afternoon,  sir. 

Senator  Chilton.  I  wish  you  would  do  that. 

Mr.  Harrison.  The  result  of  that  winter  was  a  conference  at  the 
residence  of  Mr.  J.  P.  Morgan,  jr.,  on  April  11,  1908.  At  that  con- 
ference Mr.  J.  P.  Morgan,  jr.,  and  his  partners,  Mr.  Charles  Steele, 
Mr.  E.  T.  Stotesbury,  Mr.  George  W.  rerkins,  were  present  and  I 
met  them.  What  was  sought  to  be  determined  was  whether  it  was 
possible  to  do  anything  to  carry  the  Southern  Railway  over  or 
whether  the  Southern  Railway  should  be  allowed  to  go  under.  You 
can  well  understand  that  I  attempted  to  be  eloquent  on  that  occasion. 
I  was  very  cheerful  about  the  future.  As  mv  friend  Steele  remarked, 
my  ''sentiments  were  good  ones  to»  have  wnen  vou  want  to  borrow 
money;  they  cheer  if  they  did  not  inebriate.  But  I  am  glad 
to  say  that  the  result  of  that  conference  was  that  those  gentle- 
men pledged  the  firm  of  J,  P.  Morgan  &  Co.  to  see  us  through,  and 
to  find  ways  and  means  to  provide  money  to  get  us  ''over  the  hill,'* 
and  they  did. 

Senator  Chilton.  You  did  not  mind  using  the  word  "  psycholog- 
ical''  in  that  discussion,  then,  did  you? 

Mr.  Harrison.  No,  sir.  [Laughter.]  In  May,  1908,  following 
that  conference,  we  created. an  issue  of  $15,000,000  of  convertible  6 
per  cent,  three-year  notes — a  most  extraordinary  thing.  They  had 
everv  device  that  could  be  suggested  put  into  them  to  make  them 
marKetable.  They  were  secured  by  development  bonds,  by  some 
Virginia  &  Southwestern  Railway  bonds;  by  some  Tennessee  Central 
bonds,  which  we  had,  and  various  things.  They  were  callable,  and 
they  were  convertible  into  development  bonds  at  a  price,  but  anyway, 
they  were  sold,  and  the  money  got  us  over  the  dimculties. 

Mr.  Lyon.  What  did  you  get  for  those,  Mr.  Harrison  ? 

Mr.  Harrison.  Let  me  see— — 

Mr.  Douglas.  Six  per  cent  bonds  ? 

Mr.  Harrison.  We  got  97  for  those. 

Mr.  Thom.  Six  per  cent  bonds  ? 

Mr.  Harrison.  Six  per  cent  bonds. 

Mr.  Lyon.  Did  that  exclude  commission  ? 

Mr.  Harrison.  That  was  net  to  the  company. 

Mr.  Lyon.  Do  you  know  what  the  commission  was  on  those  bonds, 
Mr.  Harrison? 

Mr.  Harrison.  Well,  the  way  I  have  dealt  with  J.  P.  Morgan  &  Co. 
in  sellr^g  securities  has  been  usually  to  g^t  them  to  tell  ire  what  they 
thr:k  they  ca?i  sell  them  for,  and  the?   allow  not  exceeding  2  per  cent 
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eominission.  I  do  not  renieirb^r  in  this  ca^e.  whether  that  was  the 
process  by  which  we  arrived  at  97  or  not,  l^ut  that  was  the  uaual 
practice. 

Senator  Chilton.  You  mean  to  say,  then,  that;  comnoission  and  all, 
they  netted  the  company  97  ? 

Mr.  Hajrrison.  Yes. 

Mr.  Thom.  After  paying  the  commission  ? 

Senator  Chilton.  Tnat  is  what  I  mean. 

Mr.  Harrison.  If  they  sold  those  bonds  at  99,  we  sold  them  to 
them  at  97,  and  they  got  two  points  as  their  commission. 

Mr.  Thom.  Those  were  notes,  not  bonds  ? 

Mr.  Harrison.  Those  were  notes — three-year  notes. 

Mr.  Douglas.  Six  per  cent  notes  ? 

Mr.  Harrison.  Six  per  cent  notes.  We  had  to  face  the  approai^h- 
ing  .maturity  of  those  $16,000,000  of  5  per  cent  five-year  bonds 
wmch  Mr.  Spencer  had  created,  and  in  1909  our  situation  had  very 
materially  improved.  I  did  not  state  that  I  had  the  meirorandum 
here;  that  the  aggregate  of  the  maturing  obligations  which  we  faced, 
after  Mr.  Spencer's  death,  was  about  $55,000,000,  which  had  to  be 
taken  care  of  in  the  rext  few  years  for  which  he  had.  provided  about 
$20,000,000. 

Mr.  Lyon.  How  many  years  ? 

Mr.  Harrison.  In  three  years.. 

In  1909  the  market  conditions  had  materially  improved.  Our 
own  situation  had  improved;  our  earnings  had  picked  up;  the  results 
of  the  economies  Mr.  Finley  was  practicing  were  apparent;  and  we 
had  an  increasing  income  to  show,  and  our  friends  made  a  tremendous 
effort  and  accomplished  the  sale  of  $40,000,000  of  our  development 
and  general  mortgage  bonds — namely,  the  bonds  which  were  pledged 
under  those  6  per  cent  notes  and  the  bonds  which  were  reserved  for 
the  five-year  bonds. 

Mr.  Thom.  Mr.  Harrison,  to  interrupt  you  there  one  minute,  was 
not  one  of  the  economies  that  Mr.  FLoley  put  iato  operation  a  10  per 
cent  cut  upon  the  officers  of  the  company « 

Mr.  Harrison.  It  was. 

Those  development  bonds  which  had  previously  sold,  the  first 
issue  at  87,  we  sold  iu  1909  practically  $40,000,000  of  those  bonds  to 
take  care  of  our  maturing  obligations — $5,000  in  February,  1909,  at 
80;  $500,000  in  March,  1909,  at  75;  $20,833,000,  A  )ril,  1909,  at  75; 
$5,000,000,  April,  1909,  at  80;  and  $14,995,000  in  May,  1909,  at  80. 

Mr.  Lyon.  Five  per  cent  bonds? 

Mr.  Harrison.  Those  were  the  4  per  cent  bonds.  Those  are  the 
bonds  that  are  selling  at  73  to-day. 

The  result  oJ  all  that  was  that  we  funded  $31,000,000  short-term 
obligations  in  1909,  and  we  were  "over  the  hill.'' 

Those  difficult  financial  operations  created  a  situation  which 
brought  it  about  that  during  Mr.  Finley 's  administration  we  did  not 
have  one  cent  of  capital  to  apply  to  any  new  development  on  the 
Southern  Railway.  The  new  capital  which  was  provided  was  apphed 
to  take  care  of  existing  obligations. 

Mr.  Douglas.  Throughout  his  entire  administration? 

Mr.  Harrison.  Throughout  his  entire  administration,  with  the 
single  exception  of  equipment.  We  were  able  to  sell  equipment 
obligations  at  various  times  during  Mr.  Finley's  administration,  and 
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we  tept  up,  to  the  rxt-tit  of  our  Jtbility,  our  obligtitions  to  jirovidiB 
new  equipment  in  thhi  I'^ay,  but  it  is  a  fact  thftt  Mr.  Finley  herer 
had  any  new  mohey  to  do  anything  that  he  planned  to  do.  He  was 
paying  for  the  things  which  had  been  planned  and  which  wei*e  be^n 
in  the  pteviotte  administration. 

To  g6  briefly  through  the  rest  of  the  financial  history:  In  Februaty. 
1910,  there  were,  first,  $16,000,000  of  three-tear  notes  matured,  alid 
were  redeemed,  $10,000,000  being  extended  to  1913;  in  February, 
1918,  the  remaining  $10,000,000  of  notes  of  1907  matured,  when 
$5,000,000  were  retired,  and  $5,000,000  were  extended  for  thi'6^ 
years. 

As  a  result  of  the  financial  operations  from  1906  to  1913  th^re 
accrued  a  discoimt  amounting  to  $12,951,000;  and  during  Mr. 
Finley  s  administration  all  of  tnat  was  charged  oflF  through  profit 
and  loss. 

To  come  back,  to  what  Mr.  Finley  did  for  the  improvement  and 
betterment  of  the  property — ^when  I  say  that  he  had  no  new  money,  I 
said  that  he  had  no  new  capital — ^he  managed  the  property  extremely 
weUj  and  produced  a  surplus  income  each  year  during  his  adminis- 
tration; he  was  able  to  apply  that  surplus  mcome  to  improveinenfe 
and  betterments  in  an  amoxmt  during  that  seven  years  of  approx- 
imately $31,000,000,  plowed  into  the  property. 

Mr.  TdOM.  Was  there  not  during  a  consiaei'able  portion  of  that 
time     suspension  of  dividends  ? 

Mr.  Harrison.  Yes;  of  course,  from  the  time  of  the  panic  on 
dividends  were  suspended,  and  they  were  not  immediately  resumed 
a^ain;  and  then  only  in  part  until  the  growth  of  the  income  during 
Mr.  Finley's  administration  made  it  possible  to  do  the  things  which 
he  Was  trying  to  do,  and  at  the  same  time  leaving  something  to  be 
paid  to  the  stockholders,  rs  we  all  felt  they  were  entitled  to. 

Mr.  Thom.  Preferred  stockholders? 

Mr.  Harrison.  Preferred  stockholders  only.  With  this  $31,000,- 
000  plowed  into  the  property,  Mr.  Finley  was  able  to  do  a  great 
many  things.  The  growth  and  development  in  the  property  during 
that  period  is  apparent  everywhere.  Mr.  Finley  was  not  able  to 
spend  any  money  in  large  sums  on  any  one  thing;  he  was  not  able 
to  undertake  any  terminal  developments  anywhere;  he  had  the 
obligation  of  all  these  lines  of  railroad  on  his  hands;  he  had  the 
obligation  of  a  great  many  different  kinds  of  industries  to  be  pro- 
vided for;  he  had  the  obligation  of  duty  to  an  entire  territory,  and 
he  meted  out  the  sums  of  money  which  he  had  available  for  improve- 
ments from  time  to  time  here  and  there,  completing  station  buildings, 
completing  sidetracks,  and  extending  double  track,  doing  all  the 
things  which  have  made  the  Southern  Railroad  giow  during  this 
period,  but  he  never  was  able  to  undertake,  as  he  wanted  to  do  so 
often- — I  have  heard  him  long  for  the  money  to  undertake  some 
terminal  developments  at  different  points  in  the  South.  He  never 
had  the  money  m  large  enough  quantity  to  do  that. 

If  we  may  characterize  Mr.  Spencer's  administraticn  as  ''mak- 
ing the  map  of  the  Southern,'*  we  might  characterize  Mr.  Finley's 
administratirn  as  one  ci  ''building  credit  and  organization.''  He 
built  credit.     The  result  was  that  as  soon  as  the  poor  man  was  dead. 


892  TBANSPOBTATION   OP  COAL. 

and  I  became  president,  I  borrowed  $10,000,000  to  go  and  do  those 
things  that  he  wanted  to  do  so  much — that  was  the  credit  he  had 
built.    He  did  more  than  that;    he  built  organization.     I  beUeve 
that  the  Southern  Railway  Co.  has  as  good  and  efficient  and  loyal 
and  well-trained  and  as  patriotic  an  organization  to-day  as  any  rail- 
road in  the  country.    That  has  been  built  during  Mr.  Finley's  adminis- 
tration;   and  I  say  that  with  the  greatest  respect  to  Mr.  Spencer. 
When  Mr.  Spencer  took  over  all  these  roads  that  he  boueht,  what  did 
he  have  ?   Tne  railroads  in  our  territory  were  entirely  inadequate  in  the 
modem  sense  until  recently.    I  do  not  mean  merely  railroads  of  the 
Southern  Railway,  but  all  railroads  in  the  South.     Why  ?    Because  the 
density  of  traffic,  the  density  of  population,  the  things  that  make  a  rail- 
road grow,  have  not  existed  in  the  South  until  recenuy .    The  coUectif  n 
of  rauroads  which  Mr.  Spencer  made  was  a  collection  fit  to  go  into  a 
museum.     They  were  strongly  located  railroads;  that  is,  they  were 
between  conmiunities   that  developed  into   the  industrial  South. 
But  they  had  to  be  built  from  the  moment  they  were  taken  hold  of. 
Look  at  the  map.     The  map  is  the  same  to-day  as  it  was  then,  but 
the  railroads  are  very  different.    They  were  short  railroads.    They 
were  pieced-together  railroads — a  little  railroad  to  serve  a  local  traffic 
has  no  terminals,  and  I  think  if  I  had  my  choice  between  terminal 
and  running  track,  1  would  take  the  tenninal  every  time. 

You  can  make  money  with  terminals;  you  can  do  it  both  by  get- 
ting traffic  and  by  facilitating  the  movement  of  traffic.  When  the 
tram  gets  out  on  the  running  track,  it  is  off,  and  you  can  keep  it 
going,  but  the  congestion  always  comes  at  the  terminals.  Wnen 
there  is  a  volume  of  traffic  greater  than  your  capacity  to  handle,  you 
see  it  at  the  terminals,  and  there  you  find  the  terminal  expense  run- 
ning away  from  you.  The  completing  of  terminals  was  the  first  thing 
that  Mr.  Spencer  had  to  provide  for  his  aggregation  of  railroads.  He 
had  to  iron  them  out  into  a  complete  whole,  and  that  meant  building 
terminals. 

The  Chairman.  Mr.  Harrison,  if  it  will  not  interrupt  you,  we  will 
now  take  a  recess  and  meet  again  at  3  o^clock. 

Mr.  Douglas.  Before  we  adjourn  I  would  like  to  file  a  statement 
that  Mr.  Ayres  asked  Mr.  Dulaney  to  furnish. 

Mr.  Thom.  What  is  that  ? 

Mr.  Douglas.  Some  matters  in  reference  to  his  cross-examination 
and  extracts  from  letters,  etc.,  with  reference  to  profits  that  were 
made  in  various  properties  of  the  Virginia  Iron,  Coal  &  Coke  Co. 

Statement  Filed  by  Mr.  Dulaney  Pursuant  to  the  Request  made  by  Mb. 
Ayres  in  the  Cross-Examination  on  the  Afternoon  of  Friday,  July  24, 
1914. 

[Extract  from  letter,  dated  Mar.  30,  1900,  from  B.  L.  Dulaney,  to  Grant  B.  Schley,  chairman  board  of 

directors  Virginia  Iron,  Coal  &  Coke  Co.] 

In  view  of  my  relation  to  the  organization  of  this  company,  I  desire  also  to  make 
the  following  statement,  as  to  the  use  and  disposition  of  the  company's  securities, 
from  my  own  personal  knowledge  of  its  affairs.  The  figures  I  use  represent  dollars, 
and  where  securities  were  used,  it  must  be  borne  in  mind  that  every  $1,000.00 
means  $1,000,000.00  bonds  and  $1,000.00  in  stock;  that  being  the  basis  upon  which 
they  were  sold,  with  some  exceptions  unimportant  to  this  statement. 

This  covers  disposition  of  securities  from  organization  of  the  companv  up  to  January 
1st,  1909: 
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Carter  Coal  &  Iron  Company  (Bristol  Furnace  property;*  Crozer  Furnace 

property)! $2, 360, 000 

Five  furnaces  and  other  properties  bought  of  Virginia  Development  Co. . .  625, 000 

B.  E.  AN.  C.  Ry.,  S.  A.  &a  Ry.. 635,000 

Knoxville  Car  Wheel  property  * 100, 000 

Carnegie,  Embreeville  &  Middlesborough 950, 000 

N.  Y.  &  Va.  M.  &  M.  Co 252,  OOO 

Doe  Mountain  property  * 55, 160 

Doe  Valley  proijerty  * 23,750 

Big  Stoney  Railway 14, 60a 

Reading  Foundry  bonds 12, 400 

Radford  Pipe  &  Foundry 175, 000 

Bankers  Com.* 750, 000 

Unissued 1, 060, 000 

The  following  two  items  I  cull  from  the  annual  report  and  Moore  &  Schley's  state- 
ments: 

To  provide  working  capital $920, 113 

To  provide  funds  ror  extensions,  betterments,  and  purchase  of  real  estate, 

etc 1,265,989 

Not  accounted  for. 800, 985 

The  amount  not  accounted  for,  about  $800,000.00,  is  in  the  hands  of  Moore  &  Schley^ 
syndicate  managers,  and  from  the  foregoing  and  the  contracts  under  which  they 
capitalized  the  company,  it  is  due  in  money  to  the  Virginia  Iron,  Coal  &  Coke  Com- 
pany. 

Now,  in  view  of  this  discovery  you  must  agree  with  me,  Mr.  Schley,  that  the  mil- 
lion dollar  loan  negotiated  by  you  and  executed  by  the  company  a  few  months  ago, 
was  done  under  a  misapprehension  of  the  facts,  as  I  am  sure  no  such  steps  would 
have  been  taken  if  the  directors  of  the  company  had  known  that  that  sum  of  money 
was  due  by  your  firm — ^and  if  proper  explanation  is  made,  I  believe  every  one  par- 
ticipating in  the  loan  would  relin(^uish  his  rights  and  let  that  contract  be  rescined. 

Certainly,  in  view  of  the  foregoing  facts,  I  wish  to  urge  upon  you  try  to  lift  that 
loan,  for  if  I  had  known  the  facts  then  as  now,  I  should  have  opposed  me  loan,  and 
believe  all  would. 

I  desire  that  this  letter  shall  be  spread  upon  the  minutes  of  the  company,  in  order 
that  my  attitude  may  be  clearly  understooa  in  future.    I  am, 
Yours,  truly, 

B.  L.  DULANEY. 

I  received  no  commission  or  compensation  or  profit  other  than  stated  above,  and 
had  no  ownership  In  any  oliier  of  the  properties. 
July  24th,  1914. 

B.  L.  DuLANEY. 

(Thereupon,  at  12  o'clock  m.,  the  subcommittee  stood  adjourned 
to  meet  this  afternoon  at  3  o'clock.) 

AFTER   RECESS. 

At  the  expiration  of  the  recess  the  subcommittee  assembled. 

The  Chairman.  Proceed. 

Mr.  Thom.  Mr.  Harrison,  will  you  please  proceed  with  your  state- 
ment? 

Mr.  Harrison.  Senator  Chilton,  you  asked  for  some  information 
regarding  the  surplusage  of  cars  just  after  the  panic  of  1907? 

Senator  Chilton.  Yes,  sir. 

Mr.  Harrison.  Do  you  want  that  in  the  record  ? 

Senator  Chilton.  Yes;  I  would  like  to  have  some  proof  of  it.  I 
may  want  to  make  a  speech  and  use  those  figures  in  a  few  days. 

1  Indicate  the  properties  in  which  I  had  an  owership  at  the  time  of  their  sale  to  the  Virginia  Iron,  Coal 
and  Coke  Company. 
« Indicates  the  bankers  commission  in  which  I  was  by  contract  interested  to  the  extent  of  one-tenth. 
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Mr.  Habbison.  I  will  give  you  this  paper  and  pni  it  into  the  record, 

too. 

I  have  before  me  the  report  of  the  chairman  of  the  committee  on 
car  efficiency  of  the  Amencan  Railway  Association,  dated  February 
12, 1909.  These  are  periodical  reports,  showing  surplusage  and  short- 
ages of  cai-s  throughout  the  United  States,  provided  by  groups.  The 
grand  total  of  the  United  States  on  December  24,  1907,  surplus  of 
209,310;  on  January  2  following  this  had  grown  to  342,580  cars. 

Senator  Chilton.  How  many  ? 

Mr.  Habbison.  Three  hundred  and  forty-two  thousand  five  hun- 
dred and  eighty  cars.  It  decreased  slightly,  until  April  29,  1908, 
when  it  was  the  maximum  figure  of  403,605  cars.  From  that  time, 
the  surplus  diminished.  Does  that  answer  your  question  sufficiently? 
I  can  give  you  more  detail  if  desired. 

Senator  Chilton.  That  is  it.  exactly.     I  am  very  much  obliged. 

Mr.  Habbison.  Would  you  like  to  have  that  statement  ? 

Senator  Chilton.  Yes,  sir;  1  thank  you  a  great  deal,  sir.  It  is  just 
what  I  wanted.  There  has  been  some  talk  about  the  present  sur- 
plusage, and  I  want  to  show  that  that  was  a  part  of  your  troubles  at 
that  time. 

(The  document  here  submitted  by  Mr.  Harrison  is  as  follows:) 

Statistical  Bulletin  No.  41. 
(NoTF..— Odd  numbets  cover  car  surpluses  and  shortages.    BTiat  numbers  oover  gttfeeral  statistics.) 
THE   AMERICAN  RAILWAY  ASSOCIATION — COMMITTEE  ON  CAR  BFFtOIENCY. 

Statement  of  car  surpluses  and  shortages,  February  J,  1909^  with  comparative  suTmnanj 

from  December  24^  1907. 

[Compiled  from  Forms  C.  E.  1  and  2.] 

Committee  on^  car  efficiency. —Arthur  Hale,  chairman;  J.  Kruttschnitt,  director  of  maintenance  and 
ooaration,  Union  ani  Soithorn  PAciflc;  ssrstems;  J.  R.  Ivenly,  third  vice  prosidpnt  Atlantic  Coast  Line 
R.  R.;  Frank  Barr,  third  vice  president  and  general  manager  Boston  &  Maine  R.  R.;  H.  I.  Miller, presi- 
dent C.  A  E.  L  R.  R.  an1  E.  <<:  T.  H.  R.  R.;  W.  P.  Allen,  secretary,  24  Park  Place,  New  York. 

CmcAQO,  III.,  February  11^  1909. 
To  the  members  of  the  American  Railway  Association: 

The  committee  presents  herewith  Bulletin  No.  41,  giving  a  summary  of  surpluses 
and  shortages,  by  groups,  from  December  24,  1907,  to  February  3,  1909. 

The  report  for  this  period  shows  a  decrease  in  tiie  surplus  of  10,093  cars,  leaving  a 
total  of  301,571.  The  largest  decrease  was  in  box  cars,  the  total  number  of  this  class 
restored  to  service  being  16,572.  . 

Unfavorable  conditions  in  the  coal  trade  seem  to  have  continued,  resulting  in  an 
increase  of  6,031  coal  and  gondola  cars. 

There  was  practically  no  change  in  the  number  of  bad  order  cars. 

Arthur  Hale, 
Chairman  Committee  on  Car  Efficiency. 
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Mr.  Harbison.  When  we  adjourned  for  recess  I  had  been  discuss- 
ing the  financial  history  of  the  Southern  Railway,  showing  how  that 
was  responsible  for  what  the  Southern  Railway  has  done  and  what  it 
has  not  done.  I  showed  that  the  difficulties  of  the  company  wera 
brought  about  by  the  expansion,  commencing  in  1906,  and  the  neces- 
sity of  providing  for  the  capital  obligations  assumed  at  that  time.  I 
showed  also  what  kind  of  railroads  we  acquired ;  in  other  words,  the 
necessity  for  improvemtnt  of  them,  as  part  of  our  financial  problem. 
To  show  what  we  accomplished  in  the  way  of  improvement,  I 
would  like  to  read  a  page  of  a  statement  which  I  prepared,  to  be 
issued  by  the  voting  trustees  on  the  dissolution  of  the  voting  trust 
on  July  1,  last.  In  this  circular,  which  has  been  published,  is  re- 
hearsed what  has  happened  to  the  Southern  Railway  in  the  South 
during  the  20  years  of  the  history  of  that  voting  trust.  What  I  want 
to  read  is  the  paragraph  about  physical  development.    [Reading:] 

As  the  result  of  the  finaneinl  plana  outlined  above  and  tlie  policy  followed 
during  the  enrly  years  of  the  history  of  the  company  of  mating  addltioDS  and 
betterments  to  the  property  through  operating  expenses  and  income,  expendi- 
tures have  been  niflile  for  iidditions  to  the  company  property  from  July  1,  18M, 
to  July  1,  1D13,  as  follows; 
Betterments  through  new  capital: 

New  Equipment *35. 539, 826. 71 

Additions  iind  betterments,  such  as  double  tracks,  side  uud 
passing  tracks,  terminals,  yards,  stations,  heavier  rail, 

bridges,  and  unproved  buildings 44,263,175.89 

Real  estate— right  of  way _ 3,869,041.04 

Construction  of  new  Imes  rind  extension  of  existing  lines —     10,  731,  421, 52 

94.  403. 465. 16 

Betterments  tliroiigh  income;  Various  Improvements,  additions, 
and  betterments,  the  cost  of  which  was  charged  against  oper- 
ating expenses  or  Income,  representing  the  expenditures  over 
and  above  ordinary  mnlntenance  expenses,  of  approximately.    30,000,000.00 

Tofal    (say) 'aA,«s3,465. 16 
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Tbese  expenditures  have  secure^  re^ts  of  physical  dev^opiaent  wlilc)i  may 
stated  generally  as  follows: 
On  June  90, 1895,  the  entire  operating  mileage  was  single  track.  On  June  90, 
::MSilZj  385.39  miles  of  double  tradk,  largely  equipped  with  automatic  signals,  had 
BMen  provided  on  grades  and  alignment  substantially  revised  in  the  interest  of 
economical  operation,  and  in  addition  the  ratio  of  sidetrack  mileage  to  total 
:xnaixi  line  miles  operated,  excluding  trackage  rights,  had  increased  from  16.52 
S)er  cent  in  1895  to  35.02  per  cent  in  1913. 

All  the  old  iron  rail  in  track  has  been  replaced  with  steel  of  modem  section 
mod  increased  weight. 

Woodai  bridges  have  been  generally  replaced  with  steel  structutes. 
Many  of  the  principal  terminals,  both  passenger  and  freight,  have  been  en- 
larged and  reconstructed,  and  modern  freight-classification  yards  and  terminals 
liave  been  provided  at  several  places. 

Modem  shops  have  been  constructed  at  Ooster,  Tenn.,  and  at  Spencer,  N.  G» ; 
and  existing  shops  at  other  points  have  been  enlarged  and  modernized. 

There  is  much  more  work  of  this  general  character  to  be  undertaken  to  keep 
the  plant  abreast  of  the  commerce  which  it  may  be  expected  to  handle. 

The  rolling  stock  equipment  has  been  increased,  as  shown  by  the  following 
statemait : 


T 

^€ioomotives 

I^ssenger-train  cars 

|vel|^t-tram  cars 

'rvlght-train  cais  p&c  mile  of  road  operated 


623 
487 
18,924 

4 


1,032 

1,167 

49,612 

r 


The  new  equipment  provided  is  of  largely  increased  power  and  capacity  and 
ot  modem  construction. 

That  is  largely  the  accomplishment  of  Mr.  Finley,  these  improve- 
naents,  though  many  of  them  were  begun  during  Mr.  Spencer's 
administration. 

*  Before  passing  on  to  the  next  question  I  would  like  to  add  that  the 
policy  of  the  company  to-day  and  for  the  future,  so  long  as  I  have 
anything  to  do  with  it,  is  not  more  railroads  but  better  railroads. 
yV^e  have  during  this  last  winter  provided  $10,000,000  to  be  invested 
iix  terminals.  We  have  also  made  financial  arrangements  to  double- 
track  our  entire  main  line  from  Washington  to  Atlanta,  649  miles; 
and  I  have  said  to  everyone  who  has  proposed  that  we  should  buy 
a  railroad  or  build  gi  new  railroad  that  we  were  going  to  spend  our 
i^oney  and  resources  in  improving  the  railroads  we  have  until  they 
are  first-class  railroads  in  every  respect,  as  some  of  them  are  to-day. 

In  discussing  this  morning  the  names  of  individuals  whom  it  has 
l^een  charged  controlled  the  policy  of  the  Southern  Railway,  I 
ttxought,  as  I  was  testifying,  that  it  might  be  of  interest  to  know  who 
^oes  control  the  Southern  Railway,  and  from  the  list  of  stockholders 
prepared  at  the  dissolution  of  the  voting  trust  I  have  since  obtained 
and  now  produce  a  statement  of  certain  large  holdings  of  foreign 
Concerns  of  the  voting  trust  certificates,  with  respect  to  the  common 
stock  of  the  Southern  Railway  as  shown  by  the  stock  ledger  of 
Jim©  8, 1914.  This  is  a  list  of  seven  stock-exchange  houses  in  London 
^Hd  two  in  Amsterdam,  holding  together  392,420  shares  of  the  com- 
^^on  stock,  or  32.7  per  cent  of  the  entire  $120,000,000  of  the  common 
^tock  of  the  company.  I  do  not  know  who  those  stock-exchange^ 
b.ouses  represent,  but  the  stock  stands  in  their  names. 

Mr.  Douglas.  May  I  see  that  a  moment? 

Mr.  Harrison.  Yes. 
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(At  this  point  Mr.  Harrison  handed  to  Mr.  Douglas  the  paper 
referred  to.) 

Mr.  Thom.  In  speaking  of  that  list,  Mr.  Harrison,  I  understand 
you  to  be  giving  a  group  of  those  that  appear  as  large  holders.  Do 
you  mean  to  suggest  that  those  men  actively  control  the  policy  of  the 
Southern  Railway? 

Mr.  Harrison.  I  do  not.  I  do  not  know  any  of  them  myself.  I 
never  have,  had  any  communication  with  them.  They  are  simply 
names  to  me,  and  they  are  names  on  our  stock  list  of  those  holding 
the  largest  amounts  oi  our  stock. 

(The  list  of  certain  large  foreign  stockholders  submitted  by  Mr. 
Harrison  is  in  words  and  figures  as  follows:) 

Statement  of  certain  large  holdings  hy  foreign  concerns  of  voting  trust  certifir 
cates  with  respect  to  convmon  stock  of  Southern  Railway  Co,,  as  shown  ^ 
the  stock  ledger  as  of  June  8,  19H» 


Name. 


Leon  Bros 

Huggins  &  Clark 

Mam,  Bulteel,  Mills  &  Co. 

R.  Raphael  &  Sons 

8.  Japnet  &  Co 

J.  8.  Morgan  &  Co 

Stoop  <&  Co... , 

Adoiph  Boissevain  &  Co. . , 
Arnold  Qilissen , 


Address. 


London,  England. 
do 


.do. 
.do. 
.do. 
.do. 
.do. 


Amsterdam,  Holland. 
do 


Number  of 
shares. 


66,64) 
61,060 
60,800 
31,800 
16,610 
10,170 
29,6« 
12,300 


392,420 


Per  cent  of  total  issue,  32.7. 

I  come  now  to  the  question  of  the  purchase  and  development  of 
the  Virginia  &  Southwestern  Railway.  In  enumerating  the  names 
of  those  whom  it  was  charged  controlled  the  policy  of  the  Southern 
Eailway  I  did  not  mention  Mr.  McHarg.  There  has  been  a  good 
deal  of  testimony  that  Mr.  McHarg  influenced  and  controlled  the 
policy  of  the  Southern  Eailway  Co. 

On  May  1,  1906,  Mr.  Spencer  made  a  contract  with  Mr.  McHarg— 
that  contract  was  nominally  with  Oliver  H.  Payne,  Grant  B.  Schley, 
and  H.  K.  McHarg,  for  the  purchase  of  the  $2,000,000  capital  stock 
of  the  Virginia  &  Southwestern  Eailway  Co.  at  $200  per  share,  or 
$4,000,000  in  all.  The  consideration  was  to  be  paid  in  instalments. 
On  June  15,  1906,  $1,000,000,  and  the  remainder  at  six-month  inter- 
vals, instalments  of  $500,000,  with  interest  at  5  per  cent,  running 
up  to  July  1,  1909. 

That  contract  was  ratified  by  the  board  of  directors  of  the  Southern 
Eailway.  There  was  a  good  deal  of  criticism  in  the  board  of  the 
price  paid  at  the  time  the  contract  was  ratified,  just  as  there  has  been 
at  this  hearing. 

Mr.  Douglas.  Can  you  give  us  the  date  of  the  ratification? 

Mr.  Harrison.  I  can  not.  It  followed  very  shortly  after  making 
the  contract. 

Mr.  Douglas.  Can  you  give  us  the  members  of  the  board  of 
•directors  at  that  time  ? 

Mr.  H[arrison.  I  will  get  them. 

I  asked  Mr.  Spencer  why  he  paid  $200  a  share  for  that  stock  when 

he  handed  me  the  contract  or  the  memorandum  for  the  contract 

Hi's  answer  was  that  lie  co\x\d  wol  ^e^V,  *\\.  lot  V,^^%  iWt  he  wanted 
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the  railroad;  that  there  was  competition  for  the.  purchase  of  the 
railroad ;  that  he  deemed  it  necessary  to  the  integrity  of  the  Southern 
Railway  system  that  an  entrance  should  be  assured  to  the  Appa- 
lachian field  by  the  Virginia  &  Southwestern  Railway.  That  is  all  I 
know  about  the  reason  why  $200  a  share  was  paid  for  that  stock. 

It  may  be  appropriate  to  say  here  that  we  have  spent  $4,000,000 
on  additions  and  extensions  of  that  road  and  improvements,  and 
that  it  is  to-day  earning  the  interest  not  only  on  that  $4,000,000  but 
upon  the  $2,000,000  more  in  the  equipment  trust,  upon  the  original 
$2,000,000  of  bonds  that  were  on  the  property,  and  is  paying  us  10 
per  cent  on  our  $2,000,000  of  stock ;  in  other  words,  5  per  cent  on  our 
investment  in  the  stock.  We  are  carrying  2,000,000  of  tons  of  coal 
and  coke  over  that  railroad  to-day.  We  have  added  very  largely  to 
the  equipment  of  it ;  we  have  developed  the  railroad,  and  we  believe 
it  to  be  a  satisfactory  investment  as  it  stands,  whatever  the  price 
was  in  the  beginning. 

Mr.  Thom.  In  other  words,  Mr.  Harrison,  in  the  development  of 
the  Southern  Railway  system,  a  thing  which  might  not  be  wanted 
at  all  at  one  time  might  subsequently  be  desired,  and  the  fact  that 
we  refused  to  buy  it  at  one  time  at  a  lesser  price,  when  we  did  not 
want  it,  could  not  control  the  policy  in  getting  it  at  the  lowest  price 
we  could  when  it  became  an  essential  part  of  our  program  ? 

Mr.  Harrison.  It  did  not  control,  and  I  have  entire  confidence  in 
the  integrity  of  Mr.  Spencer's  motive  in  buying  it  at  the  price  he  did. 

I  met  Mr.  McHarg  for  the  first  time  after  that  contract  was  made. 
It  was  given  to  me  to  work  out  the  contract  with  him,  and  I  saw 
Mr.  McHarg  frequently  from  that  time,  May,  1906,  until  July  1, 
1908,  when  we  completed  our  payments. 

Mr.  McHarg  is  one  of  the  hardest  traders  that  ever  anybody  came 
in  contact  with.  He  is  an  able,  strong,  vigorous  man.  He  takes 
care  of  himself  wherever  he  can,  and  he  does  it  very  well,  but  he  is  a 
fair  man.  He  is  a  man  who  has  never  been  underhanded  in  my  ex- 
perience with  him,  and  he  had  me  by  the  throat  in  the  winter  of 
1908 — I  never  failed  to  respect  him;  never  knew  him  to  do  an  un- 
worthy thing ;  I  never  knew  him  to  suggest  an  unworthy  thing. 

One  of  our  difficulties  in  the  winter  of  1908  was  that  w^e  had  to 
pay,  on  the  1st  of  January,  1908,  $500,000  to  Mr.  McHarg  under  our 
contract,  and  he  was  innexible;  and  to  make  another  payment  of 
$500,000  on  the  first  of  the  following  July.  And,  more  than  that, 
we  had  contracted  to  complete  the  Black  Mountain  Railroad  from 
Appalachia  to  the  Black  Mountain  field,  which  cost  $1,000,000,  and 
we  had  contracted  to  complete  the  Holston  River  line,  from  Moc- 
casin Gap  to  Rogersville  branch  of  the  Southern  Railway,  which  cost 
$2,000,000  or  more.  In  addition  to  paying  for  the  stock,  we  had  to 
provide  the  capital  for  those  construction  expenditures.  We  sus- 
pended a  great  deal  of  construction,  but  Mr.  McHarg  was  insistent 
during  all  that  winter  that  we  should  go  on  with  the  construction  on 
the  Virginia  &  Southwestern ;  that  we  should  provide  the  facilities  to 
take  the  coal  out  of  that  region  into  the  southeast.  He  never  let  up 
on  us  on  that,  and  we  did  not  have  the  money.  We  had  no  source  of 
providing  the  monoy,  ard  that  was  one  of  our  principal  difficulties 
during  that  time.  Finally,  as  I  have  testified  this  morning,  we  did 
make  provision  for  $15,000,000  in  May  of  1908,  which  enabled  us  to 
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face  the  1st  of  July  and*  Mr.  McHarg,  and,  with  this  assurance,  then 
and  there  we  made  a  new  bargain  with  Mr.  McHarg.  We  had  funded 
all  of  the  construction  expenditures  on  the  Virginia  &  Southwestern 
Railway  in  a  new  mortgage,  called  the  "  first  consolidated  mortgage," 
which  was  created  on  April  29, 1908,  and  provided  for  a  total  author- 
ized issue  of  $7,000,000  of  bonds,  of  which  $2,000,000  were  reserved 
for  the  old  firjst  mortgage  bonds,  and  the  remaining  $5,000,000  were 
to  be  used  for  purposes  which  were  enumerated  in  the  mortgage,  and 
which  were  the  construction  I  have  been  testifying  about,  and 
$ljOOO,000  provision  for  equipment. 

We  agreed  with  Mr.  McHarg  that  on  the  1st  of  July,  1908,  we 
would  anticipate  the  three  final  payments  on  his  stock  and  pay  him 
$1,500,000,  and  at  the  same  time  he  agreed,  and  we  felt  that  we  had 
accomplished  something  when  he  did,  to  buy  the  first  $1,500,000  of 
the  new  Virginia  &  Southwestern  bonds.  In  other  words,  to  put 
that  much  of  our  money  back  into  the  property.  The  new  bonds 
were  not  marketable  at  the  time,  but  Mr.  McHarg  knew  them  and 
knew  what  the  property  was,  and  was  willing  to  do  it.  He  paid  90 
for  those  bonds,  but  in  doing  that 

Mr.  Douglas.  What  was  the  price? 

Mr.  Harrison.  90.  But  in  doing  that  he  stipulated  that  $1,- 
000,000,  which  was  reserved  under  the  mortgage  for  additions  and 
betterments  to  be  issued  thereafter,  should  be  applied  upon  the  com- 
pletion of  the  Holston  River  line.  That  was  the  condition  of  his 
purchase  of  those  bonds.  That  condition  was  ultimately  carried 
out.  On  the  1st  of  July,  1908,  Mr.  Finley  was  elected  president  of 
the  Virginia  &  Southwestern  Railway.  Prior  to  that  time  the  op- 
eration and  management  of  the  Virginia  &  Southwestern  Railway 
had  been  left  in  Mr.  McHarg's  hands.  We  had  not  paid  for  the 
stock,  and,  although  the  contract  provided  that  we  might  assume 
the  management  if  we  wanted  to,  we  were  constantly  for  the  two 
years  after  Mr.  Spencer's  death  on  the  edge  of  whether  it  would  not 
be  better,  in  the  desperate  straits  the  Southern  was  in  then,  to  forfeit 
what  we  had  paid  and  let  it  go ;  and,  having  that  possibility  in  view, 
we  did  not  ask  Mr.  McHarg  to  give  up  the  management  of  that  rail- 
way and  ourselves  assume  that  responsibility.  When  we  paid  for 
it  we  did  assume  the  responsibility  for  it,  and  we  then  changed  the 
policy  of  that  railroad  in  some  respects.  For  a  time — for  nearly  two 
years  after  July  1,  1908 — Mr.  Finley  and  I  were  the  only  Southern 
Railway  officers  who  were  officers  also  of  the  Virginia  &  Southwestern 
Railway.  The  officers  who  had  been  in  charge  of  it,  with  the  excep- 
tion of  Mr.  Newton,  who  as  vice  president  in  charge  represented  Mr. 
Mr.  McHarg,  continued  to  operate  it.  Those  officers  became  prac- 
tically Southern  Railway  officers,  and  most  of  them  are  in  our  organi- 
zation to-day. 

It  was  in  February,  1911,  that  the  operating  organization  of  the 
Southern  Railway  was  spread  over  the  Virginia  &  Southwestern  Rail- 
way. We  had  found  that  there  were  some  differences  of  opinion 
between  the  local  management  of  the  Virginia  &  Southwestern  Rail- 
way and  the  local  management  of  the  Southern  Railway,  with  which 
it  connected,  and  we  deemed  in  the  interest  of  efficiency  of  manage- 
ment that  the  ranking  officers  of  the  Southern  Railway  should  have- 
their  jurisdiction  spread  over  that  line,  and  that  was  done.  It  was 
that  after  tests  with  the  coaV.    ^e  \v^^  \>o  ^^^  ^  ix^i^ht  rate  to  the 
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Southern  Railway  recommended  the  purchase  of  fuel  coal  for  the 
Southern  Railway  from  the  Virginia  &  Southwestern  mines.  He  did 
Jhat  after  tests  with  the  coal.  He  had  to  pay  a  freight  rate  to  the 
Virginia  &  Southwestern  Railway,  as  compared  with  hauling  the 
M>al  from  Middlesboro  over  the  Southern  Railway.  Taking  Morris- 
x>'wn  as  the  point  on  the  map,  the  difference  was  the  difference 
m  cost  between  $1.72  and  $1.39.  The  quality  of  the  coal  was  con- 
ddered.  The  coal  taken  was  the  best  of  the  coal  in  the  Appalachian 
region,  from  what  is  known  as  the  Imboden  seam.  After  an  en- 
gine test  scientifically  made  by  the  mechanical  oflBicers,  it  was  deemed, 
atnd  it  has  been  ever  since  deemed,  that  it  was  more  economical  to 
pay  $1.72  for  that  coal  than  to  use  the  other  at  $1.39,  and  on  the 
axperience  of  units  of  engine  efficiency,  which  are  contained  in  the 
reports  of  operations,  and  which  I  study  very  carefully,  I  am  entirely 
Bonvinced  myself  that  that  conclusion  is  correct. 

Mr.  Lyon.  Were  those  prices  at  the  mine  ? 

Mr.  Harrison.  No.  .  I  have  got  all  that  information  here,  but 
that  is  what  it  meant  to  the  Southern  Railway  in  money  to  use  one 
ooal  as  against  the  other.  That  includes  the  freight  rate  on  the  Vir- 
ginia &  Southwestern  on  the  one  hand  and  on  the  other  hand  an 
allowance  of  3  mills  a  ton  a  mile  for  the  cost  of  moving  the  coal  over 
the  Southern  Railway  from  the  mines. 

Mr.  Lyon.  Was  that  because  the  haul  was  longer  than  the  Vir- 
ginia &  Southwestern  ? 

Mr.  Harrison.  The  coal  was  high  priced  and  better. 

Senator  Chilton.  You  say  that  included  the  transportation  as 
well  ?  The  cost  of  the  coal  at  the  tipple  and  the  transportation  over 
your  lines  ? 

Mr.  Harrison.  That  included  paying  a  freight  rate  to  the  Vir- 
ginia &  Southwestern  and  an  arbitrary  allowance  for  freight  service 
to  the  Southern  Railway  over  its  lines 

Mr.  Thom.  That  was  getting  the  coal  to  the  same  point  of  use  on 
the  Southern  Railway  ? 

Mr.  Harrison.  Yes. 

I  will  say  a  word  about  the  rate  policy  of  the  Southern  Rail- 
way Co.  The  Southern  Railway  inherited  a  rate  policy  in  the 
South  which  was  almost  peculiar  to  the  South,  namely,  the  bas- 
ing point  system.  It  was  a  system  which  dated  from  the  first  con- 
struction of  the  railroads  there.  It  was  a  system  by  which  a  lower 
rate  was  made  to  a  competitive  point,  usually  competitive  with 
water  at  the  beginning,  than  was  made  to  points  intermediate ;  and 
for  many  years,  as  the  long-and-short  haul  clause  of  the  law  read, 
it  was  justified  by  the  commission  and  by  the  courts,  until  finally 
the  law  was  changed.  That  system  of  rate  making  had  the  ad- 
vantage of  building  up  distributing  points  in  the  South  when  there 
were  very  few  distributing  points  in  that  section.  It  was  un- 
doubtedly a  policy  of  wisdom  at  the  time  in  the  result  that  it  had 
upon  the  South.  Whether  it  is  a  wise  policy  to-day  is  one  which  has 
been  settled  by  the  opinion  of  Congress  in  enacting  that  such  a  thing 
can  not  be  done. 

Mr.  Thom.  Not  an  absolute  prohibition  now  ? 

Mr.  Harrison.  No.  The  commission  has  the  power  to  var^  it.  I 
myself  look  forward  to  the  time  when  that  system  of  rate  matax^^^R^ys. 
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be  done  away  with.    I  believe  it  is  a  matter  of  stateemaiiship  to 
accomplish  it. 

The  Southern  Railway  during  its  troubles  has  not  had  any  ability 
or  any  margin  to  make  any  experiments,  but  the  Interstate  Commerce 
Commission  is  working  on  it  now  and  the  railroads  are  working  on  it 
now,  and  I  hope  that  some  method  will  be  found  to  accomplish  the 
result  of  equality  of  advantages  in  the  communities  which  have 
grown  up  in  between  the  distributing  points  in  the  interval  and  at 
the  same  time  preserve  the  revenues  of  the  company. 

With  that  limitation,  which  has  caused  a  great  deal  of  agitation 
throughout  the  South,  that  we  were  unfair  in  favor  of  one  com- 
munity as  compared  with  another,  that  there  were  discriminations,  we 
have  not  found  that  our  rates  are  objected  to  by  the  Southern  people. 
I  have  again  and  again  had  it  said  to  me  by  responsible  representatives 
of  communities,  '*  You  put  us  all  on  an  equality  and  we  do  not  care 
what  the  rate  is."  Our  rates  in  the  South  are  higher  than  the  rates 
in  the  East  and  the  Middle  West.  They  must  he  so,  b^ause  our 
population  is  sparser,  our  traffic  is  not  as  heavy.  Somebody  has  to 
pay  for  the  transportation.  The  rates  have  been  adjusted  from  time 
to  time  and  have  oeen  adjusted  downward  steadily.  I  do  not  beUeve 
that  they  could  have  been  reduced  any  faster  than  they  have  been. 
The  first  object  of  the  rate  making,  as  I  have  understood  it — ^I  am 
speaking  of  a  policy,  for  I  am  not  a  technical  traffic  man — ^being  to 
secure  the  ability  of  the  industry  or  a  community  to  use  what  they 
want  to  use  under  an  adjustment  of  rates,  and,  in  the  second  place,  to 
protect  the  revenue  of  the  company  in  order  to  make  the  railroad  go. 
Those  have  been  our  limitations. 

I  come  now  to  the  specific  question  of  the  coal  traffic.  I  showed 
this  morning,  by  a  statement,  how  the  coal  traffic  in  bituminous  coal 
had  steadily  grown  on  our  railroad  almost  ton  b}'^  ton  with  the  manu- 
facturing and  general  merchandise  business  on  the  railroad.  I 
showed  this  morning  how  our  prime  interest  in  the  coal  business  had 
always  been  to  provide  coal  for  the  industries  local  on  our  lines.  I 
showed  how  the  hydroelectric  development  in  the  southeast  had 
affected  our  coal  business,  or  we  thought  it  had  affected  it,  and  it 
made  us  hesitate  in  provision  for  the  future.  At  the  same  time  there 
was  a  competing  railroad  built  into  the  heart  of  our  territory,  the 

c.  c.  &  o. 

Senator  Chilton.  What  is  that? 

Mr.  Harrison.  It  is  the  Carolina,  Clinchfield  &  Ohio,  what  is 
known  as  the  Clinchfield  road.  It  was  built  from  this  Appalachian 
region,  which  we  have  been  talking  about,  to  Spartanburg,  into  the 
middle  of  the  mill  district  of  the  Carolinas  on  our  line. 

Senator  Chilton.  Is  that  the  road  which  was  built  by  Winder? 

Mr.  Harrison.  Yes;  he  started  it. 

That  railroad  was  immediately  a  competitor  with  us  in  the  car- 
riage of  coal,  and  a  serious  competitor.  I  said  to  Mr.  Potter,  the 
president  of  that  railroad,  the  other  day,  and  I  sincerely  meant  it, 
and  I  say  so  now,  that  however  much  the  construction  of  that  road 
hurt  us  at  the  time,  I  now  regard  it  as  a  blessing  to  us,  because  it  re- 
lieved us  of  a  responsibility  which  we  were  not  at  the  time  in  a  posi- 
tion to  meet  ourselves.  We  could  not  at  that  time  have  provided 
either  the  equipment  or  the  railroad  to  move  the  amount  of  coal  for 
which  the  demands  were  growmg  m  tW\.  x^.^^ow^  and  while  it  took 
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business  away  from  us,  it  enabled  the  mill  district  in  the  Carolinas 
to  secure  coal  and  grow,  and  that  is  our  interest  in  the  future  in  the 
South. 

Senator  Chilton.  Was  that  road  built  or  not  to  develop  some 
large  coal  holdings  that  the  promoters  of  the  road  owned  ? 

Mr.  Harrison.  It  is  our  understanding  that  they  are  much  the 
same  people  owning  the  railroad  who  own  the  coal. 

Senator  Chilton.  Do  you  know  who  they  are? 

Mr.  Harrison.  Well,  merely  by  information.    I  could  not 

Senator  Chilton.  I  could  only  speak  from  information  myself. 

Senator  Tillman.  The  company  owns  both. 

Senator  Chilton.  I  am  speaking  of  the  men  who  originally  built 
it.  As  I  understand,  several  men  Dought  several  hundred  thousand 
acres  of  coal  land  in  there  and  built  that  railroad.  Mr.  Winder  went 
there  to  develop  that  coal  and  built  that  road  in  there,  and  Winder 
used  to  be  down  in  our  country,  and  I  understood  he  left  there  and 
built  this  Clinchfield  road. 

Mr.  Harrison.  He  was  there  at  the  beginning  or  inception  of  that 
railroad. 

Answering  your  question,  I  have  understood  Blair  &  Co.,  of  New 
York,  and  Norman  B.  Eeed  were  considerablv  interested  in  that  prop- 
erty. I  have  never  seen  a  list  of  their  stockholders,  and  I  am  speak- 
ing merely  from  hearsay. 

Senator  CHiim)N.  It  is  merely  a  matter  of  curiosity  that  I  asked 
the  question. 

Mr.  Harrison.  Having  that  situation  of  the  necessity  of  providing 
coal  for  the  industries  on  our  own  lines,  having  these  setbacks  to 
our  coal  tonnage,  of  the  hydroelectric  development  and  the  construc- 
tion of  the  C.  C.  &  O.,  we  were  about  able  to  hold  our  own.  As  we 
came  out  of  our  difficulties  and  emerged,  we  had  another  problem  on 
our  hands.  The  operators  on  the  Virginia  &  Southwestern,  all  of 
them — ^Mr.  Dulaney  was  one  of  them — ^had  proposed  from  time  to 
time  that  it  was  necessary  for  the  large  development  of  that  field  to 
provide  a  terminal  for  tidewater  coal  at  Charleston  or  some  other 
point  on  the  South  Atlantic  coast.  We  were  never  convinced  that 
the  time  had  come  for  that  kind  of  a  development.  We  were  never 
convinced  that  we  were  able  to  provide  the  facilities  to  move  coal 
over  our  railroad  in  the  quantities  necessary  for  profitable  move- 
ment or  to  provide  the  facilities  at  Charleston  that  we  required. 
That  demand  for  that  tidewater  terminal  at  Charleston  increased 
with  the  years.  Mr.  Wentz,  of  the  Stonega  Co.,  urged  it  upon  us, 
and  Mr.  Newton,  of  the  Virginia  Coal,  Iron  &  Coke  Co.,  urged  it 
upon  us.  Mr.  Dulaney  had  urged  it  upon  us.  During  that  time 
negotiations  began  with  Mr.  Potter,  of  the  C.  C.  &  O.  He  had  his 
railroad  at  Spartanburg,  and  he  wanted  to  go  on  to  Charleston  and 
have  a  coal  terminal  and  have  a  coal  business  at  Charleston. 

Mr.  DouGiiAS.  What  time  was  the  correspondence  with  Mr.  Potter? 

Mr.  Harrison.  I  have  not  the  exact  date,  but  I  should  say  about 
1908. 

Mr.  Thom.  Along  about  1909. 

Mr.  Harrison.  Was  it  a  year  later? 

Senator  Chilton.  Has  some  one  put  into  the  reoord  the  figures 
showing  the  character  of  that  coal  ? 
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Mr.  Harrison.  Perhaps  some  of  the  coal  operators  will  do  that 
who  are  interested  in  that  proceeding. 

The  Chairman.  It  has  not  been  done  so  far. 

Mr.  Douglas.  I  do  not  know  whether  it  has  been  done  giving  the 
analyses. 

Senator  Chilton.  My  remark  was  suggested  by  the  thing  you  were 
speaking  about  a  moment  ago,  of  paying  $1.72  for  one  kind  of 
coal  rather  than  $1.39  for  another  kind  of  coal.  I  woidd  like  to  see 
the  kind  of  coal  we  are  talking  about  here. 

Senator  Tillman.  Mr.  Dulaney  has  told  me  that  the  coal  in  the 
Black  Mountain  field  is  the  best  coal  in  the  Appalachian  field  by 
analysis  and  heat  units,  steam-producing  quality,  and  e.verything. 

Mr.  Thom.  There  will  be  evidence  on  that  question  of  the  kind  of 
coal.  We  understand  the  best  steam  coal  in  tJiat  region  does  not  cocae 
from  the  Black  Mountain  district. 

Mr.  Douglas.  Senator,  we  will  submit  analyses  of  this  coal  a  little 
later  to  go  into  the  record. 

Senator  Chilton.  Yes. 

Mr.  Thom.  You  were  speaking,  Mr.  Harrison,  of  the  development 
of  the  idea  that  there  was  demand  for  coal  facilities  at  Charleston. 

Mr.  Harrison.  One  of  the  things  which  held  us  back,  and  it  all 
comes  back  to  the  same  explanation  that  I  give  of  our  financial  situ- 
ation, was  the  physical  condition  of  our  rauroad  between  the  Appa- 
lachian field  and  the  Charleston  terminal.  We  were  not  convmced 
that  a  lucrative  traffic  could  be  developed,  and  we  were  not  convinced 
that  we  could  handle  that  traffic  at  any  rate  which  would  move  the 
coal  at  a  profit.  To  illustrate  some  of  the  reasons  that  we  had  in  our 
n)inds:  The  distance  from  Appalachia  to  Charleston  on  our  rail- 
road and  the  Virginia  &  Southwestern  is  491  miles.  The  distance 
on  the  Chesapeake  &  Ohio  from  its  assembling  point,  Thermond,  to 
Newport  News  is  381  miles ;  the  distance  on  the  Norfolk  and  Western 
from  the  Pocahontas  field  to  Lambert  Point  is  370  miles;  from  an- 
other region,  namely,  Norton  to  Lambert  Point,  it  is  473  miles. 

Mr.  Douglas.  Four  hundred  and  seventy-three  miles  down  to 
liambert  Point? 

Mr.  Harrison.  Four  hundred  and  seventy-three  miles  from  Norton 
down  to  Lambert  Point.  The  distance  on  the  Virginian  Railway 
from  their  coal  fields  to  Norfolk  was  441  miles. 

Senator  Chilton.  Where  do  you  make  their  assembling  point? 

Mr.  Harrison.  The  Virginian  ? 

Senator  Chilton.  Yes,  sir. 

Mr.  Harrison.  I  have  not  got  the  name  of  it. 

Mr.  Green.  Princeton. 

Mr.  Harrison.  The  mileage  is  one  thing  and  the  physical  char- 
acteristics of  a  railroad  are  another  thing.  The  Norfolk  &  VP'estem 
has  spent  a  great  deal  of  money  very  intelligently  to  provide  facilities 
for  moving  heavy  tonnage  of  coal  straight  away  to  tidewater.  The 
Chesapeake  &  Ohio,  with  a  better  natural  grade,  in  the  first  instance 
has  done  a  good  deal  of  that,  too.  They  have  got  good  railroads 
to-day,  and  can  move  coal  very  cheaply.  We  have  not  developed  a 
coal  railroad  in  that  sense. 

Senator  Chilton.  The  Virginian  is  a  good  line? 

Mr.  Harrison.  The  Virginian  is  a  very  good  line.  I  ha  ve  somi 
comparative  figures  abont  t\v^  "Vit^ykv^u  ^\v\etL  1  will  give  you. 
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On  the  Southern  Railway  and  Virginia  &  Southwestern  line  there 
are  heavy  grades,  on  the  Virginia  &  Southwestern  amounting  to  as 
much  as  2^  per  cent.  On  the  Southern  Eailway  between  Bulls  Gap 
and  Charleston  there  are  maximum  grades  of  80  feet  to  the  mile. 

Senator  TiLiJkiAN.  Going  south? 

Mr.  Harrison.  Going  south,  with  the  coal. 

Senator  Chilton.  You  are  speaking  of  your  own  line? 

Mr.  Harrison.  I  am  speaking  of  our  own  line  over  which  this  coal 
must  move  to  Charleston. 

These  grades  are  not  concentrated  at  any  one  point  and  the  line  is 
a  broken  one.  Between  Bulls  Gap  and  Spartanburg  we  have  several 
pusher  grades  and  the  maximum  load  that  can  be  obtained  is  about 
1,600  tons  per  train.  Between  Charleston  and  Spartanburg  the  rul- 
ing ^ades  are  approximately  35  feet  to  the  mile.  On  this  line  it  is 
possible  to  handle  about  2,400  or  2,500  tons  to  the  train. 

For  comparative  purposes  we  will  take  the  Virginian  Eailway. 
This  was  a  specially  constructed  railway  for  the  purpose  of  handling 
coal  from  the  coal  J&elds  to  tidewater,  and  at  heavy  expenditure  low 
grades  were  obtained  in  order  to  handle  the  trajEc  at  the  minimum 
transportation  cost.  I  understand  that  the  railroad,  including  its 
equipment,  cost  approximately  $54,000,000  to  build,  which  is  approxi- 
mately $110,000  per  mile  for  actual  construction  of  the  single-track 
line.  In  its  coal-assembling  district  it  has  varying  grades,  some  of 
which  are  as  high  as  2  per  cent.  It  has  a  pusher  ^ade  about  12 
miles  in  length,  for  which  they  have  provided  special  equipment. 
After  reaching  the  summit  of  tHe  Allegnanies  with  two  small  pusher 
grades,  the  maximum  grade  of  which  is  only  six-tenths  of  1  per  cent, 
they  have  about  365  miles,  with  a  ruling  grade  of  two-tenths  of  I 
per  cent,  or  approximately  10^  feet  to  the  mile.  On  this  railway, 
with  motive  power  similar  in  size  to  our  mikado  engine — that  is  the 
largest  type  of  engine  which  we  use — they  are  able  to  handle  as  many 
as  100  coal  cars  of  50  tons  capacity,  and  their  usual  train  load  is  90 
cars,  or  approximately  6,750  gross  tons  per  train. 

Take  the  Norfolk  &  Western.  Their  principal  coal  field  is  the 
Pocahontas  field,  which  lies  a  short  distance  from  Bluefield.  Through 
their  coal  assembling  territory  west  of  Bluefield  they  have  maximum 
gi-ades  of  about  2  per  cent.  On  these  grades  they  have  special  pusher 
arrangements.  From  Bluefield  to  tidewater  the  company  has  spent 
large  sums  of  moneyj  and  they  have,  with  the  exception  of  the  grades 
from  Walton  to  Christianburg,  reduced  the  grades  to  a  maximum  of 
about  30  feet  to  the  mile,  and  consequently  they  have  a  low  cost  of 
handling  their  coal  traffic. 

Even  the  grade  between  Walton  and  Christianburg,  which  is  on  the 
dividing  moimtains  between  the  waters  of  the  Atlantic  and  the  Mis- 
sissippi, their  maximum  grade  is  1  per  cent.  In  order  to  obtain  its 
favorable  grades,  they  have  built  an  expensive  double-track  line 
from  Boanoke  to  Lynchburg,  and  have  also  built  an  expensive  cut-off 
in  the  vicinity  of  Petersburg.  With  these  improvements  they  are 
able  to  run  coal  trains  with  a  tonnage  of  from  4,000  to  6,000  tons. 

Next  take  the  Chesapeake  &  Ohio  Railway.  Their  coal  district 
lies  between  Turmond  and  Handley.  This  railroad  has  the  most 
favorable  grades  from  its  coal  territory  in  the  New  Eiver  district, 
which  is  the  field  where  most  of  the  tidewater  coal  originates.  It  has 
a  maximum  grade  eastbound  of  21  feet  to  the  tail^  wxAfA.  \3wk^  ^^'^^fe. 
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the  mountains,  where  it  is  increased  to  30  feet  to  the  inile.  From 
the  summit  or  the  Alleghanies,  near  Allegheny  Station,  they  have 
practically  a  descending  grade  through  Clifton  Forge  to  Newport 
News,  and  they  are  able  to  handle  trams  of  from  90  to  100  without 
difficulty,  or  from  6,000  to  7,000  gross  tons.  From  Clifton  Forge  to 
Newport  News  they  follow  closely  the  valley  of  the  James  River. 
This  railroad  is  the  most  favorably  located  one  for  grades  and  curva- 
ture through  the  Allegheny  Mountains,  but  even  on  this  location  the 
cost  of  getting  between  the  waters  of  the  Mississippi  and  the  waters 
of  the  Atlantic  was  a  very  bold  piece  of  work  and  tremendously 
expensive.  It  is  currently  reported  that  it  cost  more  than  $200,000 
per  mile  to  build  through  these  mountains. 

In  general,  these  three  railroads — ^the  Virginian,  Norfolk  &  West- 
ern, and  the  Chesapeake  &  Ohio — ^have  specialized  on  this  coal  traffic. 
They  have  not  a  heavy  amoimt  of  passenger  service  and,  therefore, 
handle  their  freight  trains  at  low  speed,  which  permits  trains  to  be 
loaded  to  their  full  capacity.  They  are  in  competition  with  the  coal 
fields  of  the  Baltimore  &  Ohio  ana  Pennsylvania,  which  are  nearer 
tidewater  than  theirs,  and,  consequently,  they  have  been  compelled, 
in  order  to  participate  in  this  business,  to  get  the  maximum  train 
loads  and  otherwise  specialize  on  the  coal  traffic. 

For  the  Southern  Railway,  with  its  diversified  traffic  and  diversified 
conditions,  it  has  not  been  possible  to  concentrate  its  efforts  on  the 
coal  traffic  without  seriously  injuring  its  ability  to  serve  the  other 
traffic  which  is  essential  to  the  country  which  it  serves.  Furthermore, 
until  recently  the  coal  mines  of  the  Southern  Railway  have  not  had 
a  surplus  of  coal  which  was  available  for  tidewater  movement.  The 
domestic  market  was  available  and  better  prices  could  be  obtained  by 
shipping  to  interior  points. 

The  distance  from  the  coal  fields  of  the  Southern  Railway  to  Nor- 
folk is  so  much  greater  than  any  other  line  that  it  is  not  feasible  to 
move  the  coal  from  those  mines  to  Norfolk  in  competition  with  the 
shorter  hauls  of  the  other  lines.  Even  to  Charleston  the  mileage  is 
nearly  20  per  cent  greater  from  the  Southern  Railway  coal  fields  than 
the  coal  fields  of  any  other  line  to  tidewater.  In  order  for  the  South- 
ern Railway  to  handle  coal  to  Charleston  in  large  and  paying  quanti- 
ties it  will  be  necessary  for  large  sums  of  money  to  be  spent  in  re- 
ducing grades,  im])roving  curvature,  and  building  cut-offs.  The  com- 
pany will  only  be  justified  in  going  to  this  expense  when  it  is  fully 
demonstrated  that  the  coal  fields  o?  southwestern  Virginia  can  suc- 
cessfully compete  with  those  of  Pocahontas,  New  River,  and  others 
and  that  the  mine  operators  are  willing  to  ship  through  that  port  in 
large  quantities. 

I  have  had  our  engineers  make  a  rough  estimate  of  what  it  would 
cost  the  Southern  Railway  to  make  the  obvious  improvements,  on  its 
line  from  Appalachia  to  Charleston  for  the  handling  of  coal  profit- 
ably. This  estimate  includes  a  terminal  at  Charleston.  The  aggre- 
gate is  $11,300,000.    . 

Senator  Tillman.  Right  there,  Mr.  Harrison,  may  I  ask  you  a 
question  ?  Mr.  Thorn  on  Saturday  or  Friday  announced  as  the  policy 
of  the  Southern  Railway,  and  that  policy  has  published  in  all  our 
papers,  that  the  Southern  Railway  is  going  to  build  coal  terminals 
at  Charleston.    Is  that  true? 

Mr.  Harrison.  That  is  tYve  isict^  \  ViW  e«tftft  t^  that. 
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Senator  Tiixman.  You  are  telling  us  what  it  is  going  to  cost. 

Mr.  Harrison.  I  want  you  to  realize  what  the  problem  is,  Senator. 

Senator  Tillman.  I  know  it  takes  money  to  build  railroads  on  the 
level  and  in  tumiels  through  mountains. 

Mr.  Harrison.  That  is  the  physical  problem. 

I  come  back  immediately  to  the  question  of  the  Charleston  terminal. 
These  considerations  which  I  have  been  suggesting,  Senator  Till- 
man, were  largely  what  held  us  back  on  this  matter.  The  pressure 
became  greater,  as  I  have  said,  and  Mr.  Finley  took  up  negotiations 
with  Mr.  Potter  with  regard  to  the  construction  of  a  terminal  at 
Charleston,  with  the  understanding  that  the  C.  C.  &  O.  coal  would 
move  over  the  Southern  Eailway  from  Spartanburg  to  Charleston. 
I  believe  the  correspondence  between  Mr.  Finley  and  Mr.  Potter  has 
been  introduced  in  evidence,  has  it  not? 

Mr.  Thom.  Yes. 

Mr.  Harrison.  And  I  will  not  detain  the  committee  by  rehearsing 
what  that  was.    The  result  of  it  all  was — = — 

Mr.  Thom.  I  think  you  might  outline  its  course  a  little  Mr.  Har- 
rison. 

Senator  Tillman.  Eight  there,  if  I  may — ^the  people  of  Charles- 
ton are  highly  elated  now  at  the  prospect  of  gettmg  the  Clinchj&eld 
to  build  terminals  and  the  Southern,  too.  I,  myself,  do  not  believe 
the  Southern  is  going  to  build  there.    What  have  you  to  say  to  that? 

Mr.  Harrison.  I  will  tell  you 

Senator  Tillman.  You  have  already  outlined  the  amount  of  money 
it  is  going  to  cost. 

Mr.  Harrison.  Yes. 

Senator  Tillman.  Is  the  Southern  willing  to  put  that  money 
there? 

Mr.  Harrison.  Not  to  put  the  $11,500,000  at  this  time,  but  it  has 
put  in  a  rate  to  Charleston  of  $1.40,  and  I  have  pledgel  my  personal 
word  to  Mr.  Wentz  that  we  will  build  a  coal  terminal  at  Charleston, 
with  one  unit  of  sufficient  capacity  to  give  a  thorough  trial. 

Senator  Tillman.  What  do  you  mean  by  "  cme  unit "  ? 

Mr.  Harrison.  Enough  to  take  care  of  one  ship  at  a  time. 

Mr.  Douglas.  To  take  care  of  what? 

Mr.  Harrison.  One  ship  at  a  time. 

Senator  Tillman.  How  long  will  it  take  to  load  a  ship  ? 

Mr.  Harrison.  I  am  not  able  to  answer  that.  We  have  engineers 
now  studying  the  physical  plans  of  that,  and  I  am  not  able  to  antici- 
pate what  they  are  going  to  report  on  it. 

Senator  Tillman.  You  see  it  is  so  vital  to  the  prosperity  of  the 
city  of  Charleston  is  the  reason  I  am  so  much  concerned  about  it, 
and  I  would  like  to  have  correct  information,  from  headquarters,  and 
that  is  the  reason  I  am  "  butting  in  "  here  and  asking  these  questions* 
If  there  is  anjr  man  alive  who  can  tell  me  just  what  the  Southern 
Railway  is  gomg  to  do  you  ought  to  be  the  man,  imless  you  belong 
to  somebody  else  and  can  not  do  something  until  you  get  orders. 

Mr.  Harrison.  I  undertake  the  responsO^ility  of  telling  you  what 
the  Southern  Railway  will  do,  sir. 

Senator  Tillman.  I  felt  that  if  the  Clinchfield  is  going  to  build 
terminals  and  had  already  let  the  contract  the  Southern  would  use 
those  terminals. 
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Mr.  Harbison.  I  did  my  best  to  bring  that  about^  Senator,  to 
avoid  the  duplication  of  capital,  to  have  one  terminal  open  to 
everyone.    I  announced  to  Mr.  Potter  in  January  last  that  we  were 

foing  to  build  our  terminal,  but  he  came  back  and  urged  that  we  use 
is  terminal ;  that  he  would  make  fair  arrangements  for  the  use  of  it 
for  our  shipments.  I  submitted  that  suggestion  to  some  of  our  ship- 
pers and  they  declined  to  accept  it.  The  reason  which  they  gave  for 
it  was  that  they  were  unwilling  to  have  their  coal  go  over  a  terminal 
controlled  by  anyone  who  was  also  in  the  coal  business,  and  that  they 
believed  that  the  identification  of  interests  between  Mr.  Potter's 
friends  in  the  coal  business  and  liis  friends  in  the  railroad  were  such 
that  they  would  not  risk  their  coal  in  the  same  terminal. 

Senator  Tillman.  You  see  the  Clinchfield  people  own  a  great  deal 
of  coal  of  their  own. 

Mr.  Harrison.  Yes. 

Senator  Tillman.  And  they  naturally  want  to  mine  and  sell  their 
coal  rather  than  allow  others  to  do  the  same  thing. 

Mr.  Thom.  That  was  just  what  Mr.  Harrison  was  alluding  to. 

Mr.  Harrison.  Mr.  Wentz  and  Mr.  Newton,  who  are  here,  who  are 
engaged  in  the  coal  business  and  who  want  to  engage  in  this  tide- 
water business  are  unwilling,  for  that  rjeason,  to  have  their  coal  go 
through  a  terminal  controlled 

Mr.  Thom.  That  would  mean  that  the  Southern  Railway,  in  order 
to  get  any  coal  business  at  all,  must  build  terminals  ? 

Mr.  Harrison.  It  must  build  terminals,  and  I  have  told  you,  I  have 
pledged  my  word  that  we  will  build  a  terminal  immediately.  We 
have  the  real  estate  bought. 

Senator  Tillman.  I  know  that. 

Mr.  Harrison.  And  we  are  now  completing  an  engineers'  plan  for 
construction  of  the  terminal. 

Senator  Tillman.  I  can  assure  the  people  of  Charleston  that  the 
Southern  is  going  to  build  terminals  ? 

Mr.  Harrison.  We  have  been  going  to  build  terminals 

Senator  Tillman.  You  know  we  have  been  hearing  that  10  years 
and  we  got  tired. 

Mr.  Harrison.  Mr.  Finley  reached  the  conclusion  that  he  would 
build  a  terminal  in  November,  or  just  before  he  died.  He,  however, 
did  not  have  any  money  to  build  it  with.  This  winter  I  made,  as  I 
have  stated,  provision  for  constructing  terminals  for  the  Southern 
Railway.  The  minutes  of  the  meeting  at  which  that  provision  was 
made  show  there  was  an  appropriation  set  aside  of  $500,000  to  be 
spent  at  Charleston  on  a  terminal. 

The  Chairman.  What  was  the  date  of  that? 

Mr.  Harrison.  That  was  Februarv  19,  1914. 

Mr.  Thom.  In  connection,  Mr.  Chairman,  with  that  statement  of 
Mr.  Harrison  I  will  read  this  into  the  record  at  this  point  [reading] : 

Southern  Railway  Co., 
New  York,  September  19,  191S. 
Mr.  W.  W.  Finley, 

President,  Washington,  D.  C. 

Dear  Sir  :  The  board  of  directors  at  a  meeting  held  to-day  authorized  the 
purchase  from  Magnolia  Cemetery  of  about  120  acres  of  land,  with  4,000  feet 
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j©f  river  front  at  Charleston,  S.  C,  for  development  of  coal-handling  facilities, 
M  estimated  cost  of  $100,000.    Your  file  on  this  subject  is  returned,  herewith. 
Yours,  very  truly, 

R.  D.  Lankford, 
Vice  Rresident  and  Secretary. 

Mr.  Douglas.  What  is  the  date  of  that? 

Mr.  Thom.  September,  1913. 

Mr.  Habrison.  That  was  the  purchase  of  the  land. 

Mr.  Thom.  On  the  next  day  I  read  this  memorandum  [reading]  : 

Washington,  September  24,  191S, 

(Office  memorandum:  Purchase  of  property  in  Charleston,  S.  C.) 
In  a  conference  with  Vice  President  Spencer  I  authorized  him  to  conclude  the 
purchase  of  this  property  in  accordance  with  the  authority  of  the  board. 

W.  W.  F. 

That  is  September  24,  1913. 

I  would  also  like  to  introduce  the  act  of  the  Assembly  of  South 
Carolina,  passed  at  its  last  session.    What  months  is  that  held  in  ? 

Senator  Tillman.  January. 

Mr.  Thom.  At  the  session  held  in  January,  at  which  the  Magnolia 
iCemetery  Co.,  in  the  January  of  this  year,  obtained  an  act  which 
authorized  them  to  sell  the  land  for  other  than  cemetery  purposes. 
The  purchase  of  the  land  waited  on  that  act,  that  act  lieing  neces- 
sary. 

Senator  Tillman.  Was  that  act  passed  last  year  or  this  year  ? 

Mr.  Thom.  This  year.  We  went  to  try  to  ouy  the  property,  and 
Yie  found  out  this  difficulty  in  getting  the  title.  Thereupon  the  Mag- 
nolia Cemetery  Co.  went  to  the  South  Carolina  Legislature  and  se- 
cured an  act  authorizing  them  to  make  the  sale,  and  when  that  was 
done  the  sale  was  consummated.  I  just  make  that  statement  at  this 
point. 

Senator  Tillman.  The  cemetery  company  owns  the  whole  of  a 
tract  of  land  between  the  two  rivers  to  the  Cooper  River  and  the  rea, 
including  the  marsh  frontage. 

The  Chairman.  Are  they  going  to  build  these  terminals  in  the 
cemetery  ? 

Senator  Tillman.  No  ;  on  the  land  that  belonged  to  the  cemetery. 

Mr.  Harrison.  Senator,  it  has  been  my  experience  that  if  ever 
you  are  in  doubt  as  to  where  a  cemetery  is,  just  start  a  railroad  engi- 
neer to  work  and  you  will  find  it.  They  will  find  a  cemetery  every 
time  in  running  a  line  for  a  railroad. 

Now,  to  conclude  that  statement,  Mr.  Chairman,  I  have  shown  that 
to  get  an  adequate  railroad  to  move  coal  from  Appalachia  to  Charles- 
ton is  going  to  cost  $11,500,000.  We  are  willing  to  make  an  experi- 
ment with  our  present  railroad  to  see  what  can  be  done  with  moving 
coal — what  trade  can  be  built  up.  We  are  willing  to  provide  a 
terminal  and  we  have  the  land  on  which  to  provide  a  terminal.  We 
have  an  appropriation  with  which  to  build  a  terminal ;  we  have  the 
money  in  the  bank,  and  we  are  going  to  do  it. 

Senator  Tillman.  You  have  the  $11,000,000? 

Mr.  Harrison.  No  ;  we  have  the  money  to  build  a  terminal. 

Senator  Chilton.  He  says  he  is  going  to  use  his  present  line  to 
make  the  demonstration. 

Senator  Tillman.  He  has  already  said,  I  think,  that  the  present 
line  was  wholly  inadequate,  owing  to  the  grades,  etc. 
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Mr.  Thom.  Let  me  clear  that  up.  Mr.  Harrison,  your*  reference  to 
that  matter  related  to  how  cheaply  and  how  economically  the  tnic 
could  be  hauled  over  our  present  railroad,  as  I  understand  iti 

Mr.  Harrison.  Yes. 

Mr.  Thom.  And  you  have  stated  that,  notwithstanding  the  exces- 
sive cost  that  our  present  physical  conditions  will  entail,  we  will 
haul  the  coal  there  at  $1.40  a  ton  for  export,  and  that  we  will  am- 
struct,  as  a  part  of  our  transportation  facilities,  at  Charleston,  this 
coal  pier  to  which  you  have  alluded ;  that  you  are  going  to  do  tliat 
for  tne  purpose  of  giving  it  a  full  tirial  to  determine  whether  or  not 
there  can  be  a  coal-export  business  built  up  through  the  port  of 
Charleston  ? 

Mr.  Harrison.  Yes,  sir. 

Senator  Tillman.  That  is,  regardless  of  the  Clinchfield  business! 

Mr.  TiioM.  Yes,  sir. 

Senatoi-  Tillman.  You  are  going  to  have  one  unit,  then,  of  a 
southern  coal  terminal? 

Mr.  Thom.  We  are  going  to  have  a  coal  pier  there  built  by  the 
Southern  in  addition  to  whatever  pier  the  Clinchfield  people  build 
there,  or  the  Holston  Corporation.  We  have  tried.  Senator,  as  Mr. 
Harrison  has  explained,  to  avoid  the  duplication  of  facilities  at  that 

Soint.  In  your  absence  on  Friday  I  read  a  letter  from  Mr.  Finley  to 
[r.  Potter,  dated  July  1,  1913,  in  which  he  took  the  position  that 
whatever  facilities  were  opened  there  must  be  open  to  every  shipper 
that  wanted  to  use  them  on  our  lines,  and  that  we  could  not  go  into 
an  arrangement  which  would  make  it  necessary  for  any  shipper  to 
make  a  private  contract  with  a  private  corporation  to  get  the  facili- 
ties; that  we  must  pursue  the  policy  of  having  those  facilities  open 
to  all.    That  letter  was  read  here. 

Now,  the  matter  of  the  purchase  of  this  land  and  the  appropriation 
of  the  money  which  Mr.  Harrison  speaks  of,  and  of  the  arrangement 
for  constructing  our  own  piers,  is  in  pursuance  of  our  policy  of  hav- 
ing a  pier  there  which  any  shipper  on  our  lines  can  use 

Senator  Tillman.  Eegardless  of  what  the  Clinchfield  does? 

Mr.  Thom.  Eegardless  of  what  the  Clinchfield  does.  And  that 
has  not  been  a  recent  development,  but  has  been,  as  I  say,  going  on 
in  the  way  of  debate  for  perhaps  a  year  prior  to  July  1,  1913,  or 
longer  than  that,  and  culminated  last  summer  in  that  determination. 
It  has  not  been  the  outgrowth  of  any  investigation  or  anything  else. 
It  has  been  the  deliberate  purpose  which  has  been  adopted  by  the 
Southern  Railway  Co.  to  meet  this  situation. 

Mr.  Harrison,  you  have  heard  my  statement.  Is  that  a  fair  state- 
ment ? 

Mr.  Harrison.  That  is  a  fair  statement ;  I  indorse  it. 

Mr.  Thom.  Will  you  explain,  in  connection  with  what  you  have 
said,  through  what  means  you  purchased  this  land  at  Charleston? 

Mr.  Harrison.  The  land  was  purchased  by  the  Stonega  Co.  Mr. 
Wentz,  president  of  that  company,  has  been  one  of  the  promoters  of 
the  construction  of  a  coal  terminal  at  Charleston.  It  was  a  year  ago 
or  more  that  he  agreed  with  Mr.  Finley  to  find  a  site  and  to  buy  a 
site  at  Charleston  on  which  a  coal  terminal  might  be  built.  Mr. 
Wentz  went  to  Charleston,  and  later,  as  I  am  advised,  in  order  that 
he  might  be  perfectly  free  and  not  be  considered  as  representing  the 
Southern  Railway  in  \iis  negoW^tVoxv^.^  \v^  wotv&ftd  Mr.  Spencer,  one 
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of  our  vice  presidents,  that  he  was  acting  for  his  own  account.  We, 
bowever,  considered  that  we  would  always  have  the  opportunity  to 
buy  that  land  from  him  if  he  would  sell  it.  We  did  eventually 
acquire  it,  and  the  title  was  perfected  through  this  act  of  the  legis- 
lature; and  when  the  title  was  perfected  we  took  the  land  over  and 
reimbursed  Mr.  Wentz  for  the  purchase  of  it. 

Mr.  Thom.  Was  the  taking  over  of  that  land  from  Mr.  Wentz  in 
pursuance  of  a  purpose  which  had  been  formed  at  the  time  Mr. 
Wentz  was  asked  to  undertake  the  purchase? 

^  Mr.  Harbison.  My  understanding  from  Mr.  Finley  was  that  at  the 
time  he  asked  Mr.  Wentz  to  attempt  this  service  he  said  it  was  neces- 
sary to  build  a  coal  terminal  at  Charleston,  he  did  not  then  know 
where  the  money  was  coming  from  to  do  it,  but  he  was  willing  to  take 
tihe  first  step  so  far  as  acquiring  the  land  was  concerned- 
Mr.  Thom.  I  have  a  memorandum  before  me  which  has  just  been 
handed  to  me  by  Mr.  Wentz  (reading) : 

MEMORANDUM. 

April  10,  1913,  Mr.  Samuel  Dixon,  Dr.  John  S.  Wentz,  and  D.  B.  Wentz  met 
Mr.  W.  W.  Finley,  president  Southern  Railway  Company,  at  his  offices  in  New 
Tork,  to  discuss  exporting  coal  from  Charleston,  S.  C. 

April  24,  Mr.  W.  W.  Finley  wrote  D.  B.  Wentz  from  the  Waldorf  in  New 
York,  advising  that  he  had  the  question  in  mind  and  was  active  in  his  investi- 
gations in  connection  with  it. 

About  May  23,  D.  B.  Wentz  met  H.  B.  Spencer,  vice  president  of  the  Southern 
Railway,  on  Pennsylvania  train  between  Philadelphia  and  Baltimore  and  dis- 
cussed question  of  constructing  coal  docks  at  Charleston. 

May  30,  D.  B.  Wentz  arrived  in  Charleston  and  began  inspection  of  suggested 
properties  for  dock  construction.  (See  letter  of  D.  B.  Wentz  to  Mr.  H.  B. 
Spencer  from  Charleston,  dated  June  1,  1913.) 

D.  B.  Wentz  again  visited  Charleston,  Thursday,  June  19,  to  negotiate  with 
Messrs.  Montague  &  Durant,  and  on  June  20  optioned  from  the  B.  P.  Burton 
Liunber  Company  and  the  Filbin  Corporation  for  property  on  Cooper  River 
were  secured,  which  options  expired  September  20,  1913. 

July  3,  1913,  the  Magnolia  Cemtery  gave  the  Stonega' Company  an  option  on 
114  acres  of  land  situated  on  Cooper  River,  consideration  $100,000,  $1,000  of 
of  which  was  paid  on  account. 

October  3,  1913,  Stonega  Company  accepted  the  option  and  entered  into  an 
agreement  with  Magnolia  Cemetery,  which  provided  that  the  charter  of  Mag- 
nolia Cemetery  should  be  amended  by  the  legislature  so  as  to  enable  it  to  con- 
vey land  for  purposes  other  than  burial,  and  further  provided  that  when  the 
charter  was  so  amended  the  Magnolia  Cemetery  would  give  a  deed  of  convey- 
ance to  the  Stonega  Company. 

The  Legislature  of  South  Carolina  amended  the  charter  of  Magnolia  Ceme- 
tery February  10,  1914,  and  on  March  IG,  1914,  Magnolia  Cemetery  conveyed 
the  114-acre  tract  to  the  Stonega  Company. 

On  April  2,  1914.  the  Stonega  Company  entered  into  a  deed  of  trust  to  sell 
the  land. 

Is  that  right? 

Mr.  Wentz.  Yes,  sir. 

Mr.  Thom.  That  is  a  chronological  history  of  what  was  done  in 
respect  to  securing  the  site  for  this  facility  at  Charleston. 

The  Chairman.  By  whom  was  that  memorandum  prepared  ? 

Mr.  Thom.  By  Mr.  Wentz  here,  and  handed  to  me  right  here. 
He  will  be  on  the  stand  and  will  testify  about  that. 

Have  you  completed  your  statement,  Mr.  Harrison? 

Mr.  Harrison.  I  have  completed  it;  yes. 
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Senator  Tillman.  Before  you  leave  that  coal  situatiooi,  Mr.  H«r-   f  ( 
rison,  I  suppose  you  know  if  anybody  knows  when  the  Soathem 
Railway  Co.  will  let  the  contract  for  this  coal  terminal? 

Mr.  Harrison.  We  have  just  had  the  J&rst  reports,  Senator,  fwm 
the  engineers  who  we  sent  down  there  to  make  studies  of  this  thing. 
It  is  a  question  merely  of  engineering  now. 

Senator  Tillman.  Can  you  tell  us  within  a  year? 

Mr.  Harrison.  Yes,  sir ;  I  can  guess  within  three  months. 

Senator  Tillman.  When  it  will  be  finished? 

Mr.  Harrison.  It  will  take  about  a  year.  The  engineers  say  tiiey 
may  do  it  in  nine  months. 

Senator  Tillman.  Have  you  any  idea  when  the  Clinchfield  people 
will  get  through  with  that  pier? 

Mr.  Harrison.  I  do  not  know. 

Mr.  Thom.  Mr.  Harrison,  there  is  no  question  about  the  purpose 
of  the  Southern  Railway  Co.  to  go  on  actively  with  the  establishmmit 
of  this  pier  at  Charleston,  is  there  ? 

Mr.  Harrison.  None,  whatever.  There  was  doubt  on  that  subject 
up  to  the  time  of  my  last  conference  with  Mr.  Wentz,  which,  I  believe, 
was  in  May,  or,  perhaps,  in  June,  when  he  made  the  objection,  which 
I  have  stated,  to  using  Mr.  Potter's  facilities ;  and  I  then  abandoned 
the  expectation  of  being  able  to  avoid  the  duplication  of  capital 
expense. 

Mr.  Thqm.  In  other  words,  Mr.  Harrison,  you  had  hoped  to  be 
able  to  make  some  arrangement  that  would  be  satisfactory  to  the 
shippers  of  the  Virginia  &  Southwestern  by  which  you  could  utilize 
the  pier  construction  that  was  to  be  made  by  other  people? 

Mr.  Harrison.  It  was  in  that  hope  that  I  made  no  announcement 
of  the  appropriation  or  policy  with  regard  to  building  that  terminal 
until  now. 

Mr.  Thom.  But  there  has  been  no  doubt  for  more  than  a  year 
that  the  Virginia  &  Southwestern  operators  would  be  accoininodated 
there  through  these  facilities  to  be  established  by  Mr.  Potter's  com- 
pany or  by  facilities  to  be  established  by  the  Southern  ? 

Mr.  Harrison.  We  were  committed  to  the  proposition  that  if  dock 
terminals  were  not  provided  by  somebody  else  they  would  be  by  us. 

Mr.  Thom.  And  it  has  only  been  the  working  out  of  that  question, 
whether  or  not  the  duplication  of  expense  could  be  saved,  that  has 
delayed  this  announcement  until  now? 

Mr.  Harrison.  Yes. 

Senator  Tillman.  Right  there,  Mr.  Harrison,  if  you  do  not  mind 
answering;  if  you  do,  do  not  answer  it — the  Clinchfield  people  own 
lots  of  coal  of  their  own,  and  they  own  the  railroad  too.  They  have 
now  reached,  or  are  about  to  reach,  tidewater  at  Charleston.  If  the 
other  coal  operators  in  that  region  are  to  reach  tidewater  too,  the 
Southern  Railway  will  not  only  be  compelled  to  develop  or  build 
coal  terminals  but  they  will  have  to  spend  this  $11,000,000  also  to  com- 
pete? You  can  not  haul  coal  in  competition  with  the  Clinchfield 
people  over  a  railroad  that  is  inadequate 

Mr.  Harrison.  Oh,  yes;  we  can.  I  think  we  have  hauled  coal  in 
competition  with  the  Clinchfield  people  for  a  good  many  years.  Sena- 
tor, on  what  we  have  now. 

Senator  Tillman.  It  will  depend  entirely  on  the  amount  of  export 
business  built  up  at  C\iar\estoiv  ^\v^Wve?c  no\\  ^\\\  feel  warranted  in 
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expending  the  necessary  money  to  reduce  grades  and  straighten 
curves  in  order  to  make  your  railroad  haul  coal  as  cheaply  as  the 
Clinchfield  people  ? 

Mr.  Harrison.  Well,  as  cheaply  as  the  Norfolk  &  Western.  I 
think  we  do  haul  coal  now  as  cheaply  as  the  Clinchfield  people  do 
on  their  line  between  Speer's  Ferry  and  Charleston. 

Senator  Chilton.  You  say  you  gave  a  rate  of  $1.40  to  the  sea- 
board? 

Mr.  Harrison.  Yes,  sir. 

Senator  Chilton.  That  is  the  C.  &  O.  rate? 

Mr.  Harrison.  To  Norfolk;  yes. 

Mr.  Thom.  What  we  propose  to  do,  in  other  words,  is  to  put  coal 
in  Charleston,  with  a  coal  terminal,  as  cheaply  to  the  shipper  from 
the  Appalachian  district,  including  every  mine  on  the  Virginia  & 
Southwestern  road,  as  the  Norfolk  &  Western  hauls  its  Pocahontas 
coal  to  Norfolk. 

Mr.  Harrison.  Yes,  sir. 

Senator  Tillman.  In  other  words,  you  are  going  to  compete  for 
the  business  honestly  and  earnestly? 

Mr.  Thom.  Yes,  sir. 

The  Chairman.  I  think  Mr.  Harrison  has  answered  that. 

Mr.  Thom.  And  that  has  not  been  a  sudden  purpose,  but  it  has 
been  the  outgrowth  of  the  conditions  and  the  negotiations  to  which 
you  have  made  reference  ? 

Mr.  Harrison.  The  construction  of  the  Panama  Canal  has  stirred 
us  up  considerably  about  that. 

Senator  Chilton.  If  you  go  in  there  to  get  it  at  all  you  have  got 
to  ffo  in  there  on  conditions  by  which  you  have  to  compete. 

Mr.  Thom.  I  would  like  for  you  to  develop  that  statement  about 
the  Panama  Canal. 

Mr.  Harrison.  While  this  discussion  was  going  on  the  Panama 
Canal  was  being  built,  and  we  have  always  seen  the  possibility  of  the 
relations  between  South  Atlantic  ports  via  the  Panama  Canal  with 
the  west  coast  of  South  America,  and  it  has  encouraged  some  of  us 
to  believe  this  exporting  of  coal  might  be  made  profitable  where 
before  that  we  did  not  believe  it  could  be  made  profitable. 

Mr.  Thom.  The  Panama  Canal  has  influenced  the  judgment  of  the 
management  of  the  Southern  Railway  Co.  in  respect  to  whether  or 
not  this  was  a  justifiable  undertaking? 

Mr.  Harrison.  Yes,  sir. 

Senator  Chilton.  You  speak  of  the  export  of  coal. 

Mr.  Harrison.  Export  coal  is  any  coal  that  goes  to  tidewater. 

Mr.  Thom.  Mr.  Harrison,  has  the  Southern  Railway  Co.  at  anv 
time  had  any  intention  of  shutting  off  any  shipper  on  its  lines  witn 
respect  to  coal  to  any  territory? 

Mr.  Harrison.  Emphatically  it  has  not. 

Mr.  Thom.  You  spoke  of  Mr.  McHarg  being  for  a  time,  and  until 
the  railroad  was  paid  for,  the  continuing  president  of  the  Virginia 
&  Southwestern  Railroad.  Did  he,  when  he  surrendered  the  control 
of  that  property,  seek  in  any  way  to  control  the  policy  of  the  South- 
em  Railway  or  the  Virginia  &  Southwestern  Railway  with  reference 
to  coal  rates  or  transportation  of  coal? 
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Mr.  Harrison.  I  do  not  think  he  did.  He  became  a  #oal  shipper, 
and  he  has  been  an  advocate  of  his  own  coal  shipments.  He  does  not 
control  the  policy  of  the  Southern  Railway. 

Mr.  Thom.  I  was  coming  to  that.  Has  he  in  any  way  controlled, 
or  influenced  the  policy  of  the  Southern  Railway  or  the  Virginia  & 
Southwestern  Railroaa  ? 

Mr.  Harrison.  He  has  not.  When  we  paid  him  out  we  were  fin- 
ished with  him,  so  far  as  control  of  the  railroad  is  concerned. 

Mr.  Thom.  In  connection  with  the  amount  of  money  that  has  been 
spent  on  the  Virginia  &  Southwestern  and  the  Southern  Railway, 
has  there  been  any  substantial  amount  put  in  coal  equipment  for  the 
purpose  of  hauling  coal  out  of  that  Virginia  &  Southwestern  district! 

Mr.  Harrison.  Yes;  a  verj^  considerable  sum. 

Mr.  Thom.  I  understand  it  has  been  published  in  the  newspapers 
that  this  policy  of  the  Southern  in  respect  to  establishing  facilities 
for  transshipment  of  coal  at  Charleston  has  been  the  outgrowth  of 
this  Senate  investigation  and  has  been  adopted  since  the  Senate  in- 
vestigation was  inaugurated.  Will  you  be  kind  enough  to  state  the 
facts  about  that? 

Mr.  Harrison.  It  is  not  the  fact.  As  has  been  shown  in  the  last 
half  hour,  the  policy  was  a  long-matured  one.  It  was  reached  as  a 
conclusion  when  Mr.  Wentz  was  invited  to  buy  the  land,  and  it  was, 
as  you  might  say,  consummated  when  provision  was  made  for  the 
money  to  develop  the  terminal  in  February  of  this  year,  and  the 
actual  determination  to  go  ahead  in  spite  of  what  the  Clinchfield  was 
doing  was  reached  quite  recently. 

Mr.  Thom.  Mr.  Harrison,  it  has  appeared  in  this  testimony  that 
the  Southern  owns  184  shares  of  the  capital  stock  of  the  the  Coal 
Creek  Mining  &  Manufacturing  Co.,  the  total  capitalization  of  that 
company  being  25,000  shares.  Will  you  kindly  state  how  that  stock 
was  acquired  and  our  attitude  in  respect  to  it? 

Mr.  Harrison.  The  Knoxville  &  Ohio  Railroad  is  the  railroad  that 
reaches  and  serves  the  mines  in  the  Coal  Creek  district.  That  rail- 
road had  a  separate  management,  although  it  was  controlled  by  the 
East  Tennessee  Eailroad  for  many  years  before  the  organization  of 
the  Southern  Railway  Co.  During  that  period  of  separate  manage- 
ment and  of  control  by  the  East  Tennessee  Railroad  it  acquired,  in 
some  manner  which  I  have  never  been  able  to  ascertain,  this  l&i 
shares  of  this  coal-mining  stock.  It  is  not  an  operator,  but  a  com- 
pany which  owns  coal  lands  and  leases  them  to  operators.  We  found 
this  stock  in  the  treasury  of  the  K.  &  O.,*  and  it  came  into  our  treas- 
ury through  the  acquisition  of  the  K.  &  O.  When  the  commodities 
law  was  passed  we  wanted  to  clear  ourselves  of  even  that  little  owner- 
ship of  coal  lands;  we  tried  to  sell  this  stock.  It  is  a  stock  which  is 
worth  something,  but  there  is  no  market  for  it.  I  have  tried  myself 
to  sell  it  to  the  people  who  control  the  company,  but  they  say  they 
have  enough.  So  we  own  it  simply  because  we  are  not  able  to  sell  it 
We  have  never  exercised  any  rights  with  regard  to  it  at  all.  I  have 
given  proxies  from  time  to  time  to  the  management  for  stockholders' 
meetings,  but  in  a  routine  way. 

Mr.  Tpiom.  Is  it  a  profitable  investment  ?  I  mean  is  it  a  profitable 
stock  to  hold? 
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Mr.  Harrison.  To  the  stockholders?  I  do  not  know  what  the 
sstock  cost  in  the  beginning.  I  think  we  have  had  two  1  per  cent 
^vidends  in  the  last  20  years. 

^  I  would  like  to  supplement  that  statement  and  say  that  at  one 
iime  the  Southern  Railway  Co.  bought  and  owned  a  very  consider- 
able area  of  coal  land  on  the  Cimiberland  Plateau  west  of  Chatta- 
nooga, and  we  divested  ourselves  of  that  when  the  commodities  law 
was  passed.  It  was  undeveloped  and  was  not  mined,  but  we  held  it 
for  the  future. 

Mr.  Thom.  Is  the  Southern  Railway  interested  at  all  in  any  coal- 
mining operations  ? 

Mr.  Harrison.  Except  as  a  carrier,  no. 

Cross-examination  by  Mr.  Lyon  : 

Mr.  Lyon.  What  do  you  mean  by  "  except  as  a  carrier  "  ? 

Mr.  Harrison.  I  mean  that  a  carrier  is  a  partner  of  the  coal  miner 
in  that  his  coal  must  be  marketed. 

Mr.  Lyon.  In  other  words,  you  act  as  the  carrier  of  the  coal  to  the 
market  ? 

Mr.  Harrison.  Yes. 

Mr.  Lyon.  You  stated  in  answer  to  a  question  by  Mr.  Thom  that 
this  Senate  investigation  had  had  no  influence  upon  the  Southern 
Railway  Co.  in  the  carrying  out  of  its  policy  to  open  the  port  of 
Charleston  to  export  coal.  This  investigation,  at  least,  will  not 
obstruct  that  policy,  will  it? 

Mr.  Harrison.  It  will  not  obstruct  it. 

Mr.  Lyon.  This  investigation  will  throw  no  obstacle  of  any  kind 
in  the  way  of  carrying  out  the  purpose  which  the  Southern  Railway 
seems,  from  your  statement,  to  have  had  of  providing  a  proper 
place  for  export  coal  at  the  port  of  Charleston  ? 

Mr.  Harrison.  It  will  not. 

Mr.  Lyon.  Do  you  know  the  prices  that  are  to  be  charged  for  that 
service? 

Mr.  Harrison.  That  has  not  yet  been  determined. 

Mr.  Lyon.  Has  nothing  been  determined  or  discussed  along  that 
line? 

Mr.  Harrison.  Not  to  my  knowledge.  If  it  has  been,  it  has  not 
been  determined  for  the  Southern  Railway  Co. 

Mr.  Green.  The  same  as  at  Norfolk. 

Mr.  Harrison.  Mr.  Green  tells  me  now  that  the  plan  is  to  have 
the  charges  the  same  as  at  Norfolk.  They  have  not  been  submitted 
to  me  yet,  but  it  seems  eminently  proper  that  they  should  be. 

Mr.  Lyon.  That  is  in  order  to  put  it  on  a  competitive  basis  with 
the  Norfolk  piers? 

Senator  Chilton.  Is  that  the  object,  or  is  the  object  to  compete? 
Which  is  the  purpose? 

Mr.  Harrison.  The  object  is  to  allow  these  operators  who  are  de- 
pendent upon  our  railroad  an  access  to  tidewater. 

Mr.  Lyon.  Now,  Mr.  Harrison,  you  spoke  of  it  requiring  $11,- 
300,000  in  order  to  put  your  line  from  the  Virginia  &  Southwestern 
lines  to  the  port  of  Charleston.  I  would  presume  your  engineers 
imply  a  reasonably  competitive  basis  with  the  Norfolk  &  Western. 
Is  that  the  purport  of  your  statement? 
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Mr.  Harrison.  Yes.  It  would  not  be  as  good  a  line  as  the  Norfolk 
&  Western,  but  it  would  be  reasonably  competitive. 

Mr.  Lyon.  Do  they  give  you  the  number  of  tons  you  will  be  able 
to  move  over  that  line  per  train  ? 

Mr.  Harrison.  I  have  heard  that  discussed,  but  of  my  own  knowl- 
edge I  would  not  venture  to  repeat  it  now. 

Sir.  Lyon.  Do  you  know  whether  it  would  be  as  many  as  they  are 
able  to  move  on  the  Norfolk  &  Western  ? 

Mr.  Harrison.  I  do  not  think  it  would. 

Mr.  Lyon.  Do  you  know  whether  it  would  be  as  high  as  on  the 
present  line  of  the  Clinchfield  from  its  mines  to  Spartanburg? 

Mr.  Harrison.  As  I  have  no  definite  information,  I  believe  I  would 
rather  not  conjecture. 

Mr.  Lyon.  Do  you  know  whether  the  Clinchfield  Road  now  has  a 
reasonably  satisfactory  line  from  its  own  coal  fields,  and  also  from 
the  Virginia  &  Southwestern,  beginning  at  Speers  Ferry,  into  the 
Spartanburg  territory  ? 

Mr.  Harrison.  I  have  been  over  that  railroad  and  they  have  a 
well-constructed  railroad,  a  very  expensively  constructed  railroad, 
and  on  good  ^ades.  It  is  a  very  expensive  railroad  to  maintain,  be- 
cause it  has  side  cuts  on  steep  mountains  and  other  difficulties  of  that 
kind. 

Mr.  Lyon.  Would  they  not  have  a  natural  advantage  over  a  road 
going  through  such  a  territory  as  you  have  to  cross  ?^ 

Mr.  Harrison.  Not  our  line;  we  have  a  better  gap  in  the  moun- 
tains. 

Mr.  Lyon.  You  get  through  at  a  lower  level  or  at  a  higher  level? 

Mr.  Harrison.  At  a  lower  level. 

Mr.  Lyon.  Do  you  know  whether  the  Clinchfield  now  has  enough 
business  to  keep  those  rails  busy? 

Mr.  Harrison.  I  know  they  are  always  trying  to  get  more. 

Mr.  Lyon.  Do  you,  as  a  matter  of  fact,  know  how  much  or  how 
little  they  really  handle  ?  I 

Mr.  Harrison.  No. 

Mr.  Lyon.  I  think  it  is  in  evidence  in  one  of  the  cases — I  was  under 
the  impression  from  testimony  I  had  heard  that  the  Clinchfield  did 
not  have  enough  business  to  keep  it  busy  now.  One  train  a  day,  I 
understood,  was  all  the  business  they  handled  over  that  line. 

Do  you  think  it  would  be  in  the  public  interest  to  expend  anothei^ 
$11,000,000  to  get  from  these  southwestern  Virginia  mines  to  Charles- 
ton, with  the  present  line  of  the  Clinchfield  practically  unoccupieci 
by  traffic? 

Mr.  Harrison.  I  am  looking  out  for  the  Southern  Railway  Co- 
first,  last,  and  all  the  time. 

Mr.  Lyon.  That  is  what  I  understood  from  your  testimony ;  but  I3 
presume  the  Senate  possibly  has  some  other  interest  than  the  Souths- " 
ern  Railway,  and  so  my  questions  are  directed  to  the  public  interest 
and  if  you  could  express  any  opinion  from  the  standpoint  of  publL  ^ 
interest  rather  than  the  Southern  Railway 


Mr.  Harrison.  I  am  always  opposed  to  the  duplication  of  capit 
expended.    I  have  advocated  time  and  again  the  use  of  trackage  b;^ 
one  railroad  over  the  rails  of  another,  and  from  the  point  of  view 
public  interest  I  am  in  favor  of  that,  other  things  being  equal. 
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Mr.  Lyon.  I  would  certainly  have  thought  that  from  the  general 
.rend  of  your  testimony.  Therefore  you  would  probably  agree  with 
tie  proposition  that  it  is  not  really  in  the  public  interest  to  expend 
en  to  twelve  million  dollars  in  building  a  railroad  from  these  coal 
oines  to  Charleston,  with  a  road  already  there  with  not  enough 
>iisiness  to  keep  it  occupied  ? 

Mr.  Harrison.  We  also  have  a  railroad  that  is  already  there  and 
liat  must  be  maintained,  and  on  which  traffic  of  various  kind  goes 
n  addition  to  coal.  We  can  profitably  handle  coal  on  that  rail- 
road in  addition  to  the  other  traffic,  where  we  could  not  if  there  were 
xo  other  traffic. 

Mr.  Lyon.  You  believe  it  is  in  the  public  interest  then  to  expend 
inother  $11,000,000  to  open  up  the  Virginia  &  Southwestern 

Mr.  Harrison.  I  do  not  say  that. 

Mr.  Lyon.  Will  you  say  to  the  contrary  ? 

Mr.  Harrison.  Until  I  can  see  the  volume  of  traffic  which  develops 
[  can  not  answer  that. 

Mr.  Lyon.  Have  you  the  information  to  say  whether  there  are  now 
rails  via  C,  C.  &  O.  from  these  mines  to  Charleston,  and  certainly  as 
Far  as  Spartanburg,  that  are  practically  as  efficient  as  lines  of  the 
N'orf  oik  &  Western  and  the  C,  C.  &  O  J 

Mr.  Harrison.  No  ;  I  am  quite  sure  there  are  not.  My  own  judg- 
nent  is  that  the  Norfolk  &  Western  is  more  efficient  in  handling  coal 
;han  anybody  else  in  the  business. 

Mr.  Lyon.  They  are  more  efficient  then  than  the  Chesapeake  & 
3hio? 

Mr.  Harrison.  I  think  so. 

Mr.  Lyon.  That  efficiency  comes  from  management  as  well  as 
Dhysical  outlay? 

Mr.  Harrison.  Yes. 

Mr.  Lyon.  Now.  from  the  physical  side  of  the  question — ^leaving 
out  management  tor  the  time  being — ^is  not  the  C,  C.  &  O.  just  as 
efficient? 

Mr.  Harrison.  Oh,  yes. 

Mr.  Lyon.  And  if  you  could  get  the  management  that  the  Norfolk 
&  Western  has — if  you  could  employ  the  talent  that  the  Norfolk  & 
Western  has  secured — and  put  it  on  the  Carolina,  Clinchfield  &  Ohio, 
in  your  opinion  it  could  handle  the  coal  just  as  efficiently? 

Mr.  Harrison.  No;  because  you  could  not  transplant  a  manage- 
ment and  make  it  as  efficient  as  before.  Organization  is  what  counts. 
[f  you  could  transplant  the  organization 

Mr.  Lyon.  Then,  what  is  lacking  on  the  Carolina,  Clinchfield  & 
Dhio  is  in  the  matter  of  organization  ? 

Mr.  Harrison.  I  do  not  criticize  the  Carolina,  Clinchfield  &  Ohio. 

Mr.  Lyon.  Neither  do  I ;  but  the  difference  you  have  referred  to  is 
one  of  management  ? 

Mr.  Harrison.  Yes. 

Mr.  Lyon.  Do  you  think  that  in  the  interest  of  the  public  you 
should  use  the  Carolina,  Clinchfield  &  Ohio  from  Speers  Ferry  to 
Spartanburg  in  order  to  handle  this  coal  from  the  mines  on  the 
Virginia  &  Southwestern  to  Charleston  ? 

Mr.  Harrison.  I  will  say  this  in  answer  to  the  line  of  your  ques- 
tions :  That  if  the  traffic  developed  in  a  very  large  volume  it  might 
be  that  the  use  of  the  Carolina,  Clinchfield  &  Ohio,^^\i'!v.^\^'^^T>LNs:t^^ 
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upon  us,  would  be  desirable,  but  until  the  traffic  amounts  to  a  very 
much  larger  volume  than  now  we  say  it  is  not  to  our  advantage  to 
take  a  pound  of  traffic  off  our  present  rails. 

Mr.  Lyon.  Do  you  mean  develop  it  by  the  trainload  or  by  the  single 
carload  ? 

Mr.  Harrison.  I  can  not  now  go  into  details  about  that.  The 
trainload  would  probably  be  the  unit. 

Mr.  Lyon.  If  you  had  a  trainload  of  coal  ready  to  go  from  the 
Virginia  &  Southwestern  mines  to  Charleston,  you  think  it  would  be 
more  profitable  to  handle  it  by  your  road  than  by  the  C.  C.  &  0.  ? 

Mr.  Harrison.  A  single  train  to-day?     I  certainly  would. 

Mr.  Lyon.  Do  you  Imow  how  many  more  engine  miles  it  takes  on 
vour  road  between  the  Virginia  &  Southwestern  mines  and  Spartan- 
burg than  it  takes  from  the  Virgina  &  Southwestern  mines  to  Spar- 
tanburg via  the  C.  C.  &  O.  If  the  engine  miles  diould  be  three  or 
four  times  as  many  on  your  road  as  on  me  C.  C.  &  O.,  would  you  still 
be  of  the  opinion  that  it  would  be  more  economical  to  move  it  on  your 
road? 

Mr.  Harrison.  You  are  speaking  of  the  single  train' 

Mr.  Lyon.  A  complete  train  of  coal. 

Mr.  Harrison.  I  think  your  question  answers  itself.  If  it  would 
take  three  or  four  times  as  many  engine  miles  to  handle  it  one  way  as 
the  other,  it  would  certainly  be  more  economical  to  handle  it  by  the 
shorter  route. 

Mr.  Lyon.  Do  you  know  whether  the  coal  from  the  Virginia  & 
Southwestern  mines,  even  for  local  consumption,  now  moves  by  the 
trainload,  or  does  it  move  by  single  cars? 

Mr.  Harrison.  I  understand  it  moves  by  trainloads. 

Mr.  Lyon.  And  is  distributed  at  these  points? 

Mr.  Harrison.  Yes. 

Senator  Chilton.  What  do  mean  by  single  cars? 

Mr.  Lyon.  Coal  either  moves  in  trainloads  or  in  mixed  trains. 

Senator  Chilton.  You  mean  hooked  onto  a  freight  train  ? 

Mr.  Lyon.  Yes;  it  becomes  a  part  of  a  local  freight  train. 

So,  Mr.  Harrison,  is  it  not  a  fact  that  there  is  now  available  to  the 
mines  of  this  section  of  the  country  substantially  as  economical  a  route 
for  the  moving  of  coal  to  Charleston  as  there  is  on  the  C.  &  O.  and 
the  Norfolk  &  Western  for  moving  coal  to  Norfolk,  provided  there 
were  the  same  amount  of  tonnage? 

Mr.  Harrison.  No;  because  the  movement  between  Spartanburg 
and  Charleston  would  not  be  as  economical. 

Mr.  Lyon.  Then  it  is  the  improvement  of  that  line  that  will  re- 
quire the  additional  layout  if  you  handle  this  on  the  existing  facili- 
ties down  as  far  as  Spartanburg? 

Mr.  Harrison.  That  would  be  in  diminution  of  the  expense. 

Mr.  Lyon.  And  under  the  statement  of  your  engineers,  from  Spar- 
tanburg to  Columbia  you  would  have  to  expend  only  $750,000,  and 
from  Columbia  to  Charleston  $750,000,  with  some  light  terminal  ex- 
penses, as  against  the  $11,300,000  for  the  method  by  which  the  South- 
em  Railway  will  handle  it  over  its  own  rails? 

Mr.  Harrison.  Yes. 

Mr.  Lyon.  Now,  your  company  owns  a  line  from  Cumberland  Grap 
to  Knoxville' 
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Mr.  Harrison.  It  does. 

Mr.  Lyon.  And  owned  that  line  before  it  bought  the  Virginia  & 
Southwestern  ? 

Mr.  Harrison.  It  did. 

Mr.  Lyon.  Did  it  avail  itself  of  that  outlet  to  take  coal  from  the 
Virginia  &  Southwestern  to  the  southeast  ? 

Mr.  Harrison.  It  never  did,  because  there  is  another  railroad  be- 
tween. 

Mr.  Lyon.  Why  did  it  not  avail  itself  of  that  route  over  the  Louis- 
ville &  Nashville  to  Cumberland  Gap,  and  thence  on  to  destination  ? 

Mr.  Harrison.  As  I  understand,  the  Louisville  &  Nashville  never 
opened  a  route  that  way.     It  may  be  we  never  agreed  to  it. 

Mr.  Lyon.  Then  the  reason  is  the  Louisville  &  Nashville  officials 
and  the  Southern  Railway  officials  did  not  see  proper  to  open  a  route 
via  Cumberland  Gap,  and  that  you  would  deem  sufficient  reason  for 
not  using  an  existing  practical  outlet  for  a  heavy  commodity  like 
coal?    .Aon  I  correct? 

Mr.  Harrison.  Well,  there  is  an  implication  in  that  question.  I 
think  the  best  answer  I  can  make  to  it  is  we  have  to  deal  with  the 
Louisville  &  Nashville  on  that  particular  question. 

Mr.  Lyon.  And  the  Louisville  &  Nashville  is  the  obstacle  in  the 
way? 

Mr.  Harrison.  I  do  not  say  that. 

Mr.  Lyon.  Is  your  road  willing  to  make  a  through  route  via  the 
Cumberland  Gap  to  Ejioxville? 

Mr.  Harrison.  I  will  not  commit  the  Southern  Railway  to  a  traffic 
policy  on  cross-examination.  It  is  important  for  me  to  be  advised  on 
such  things  as  that. 

Mr.  Lyon.  Do  you  think  it  would  be  in  public  interest  to  open  up 
such  a  route?  That  is  proper  on  cross-examination,  and  I  do  not 
think  it  will  commit  the  Southern  Railway. 

Mr.  RixEY.  Through  what  territory? 

Mr.  Lyon.  To  Ejioxville. 
'  Mr.  RixEY.  Through  what  territory  to  Knoxville  ? 

Mr.  Lyon.  Anything  south  of  Knoxville.  I  do  not  know  how 
better  to  describe  it.  I  would  not  come  around  a  circle  and  come 
back  into  North  Carolina 

Mr.  Harrison.  If  all  the  railroads  in,  the  United  States  were  owned 
in  the  same  intei*est,  that  would  undoubtedly  be  good  public  policy. 
As  long  as  they  are  owned  by  competing  carriers,  who  are  required 
by  law  to  maintain  competing  relations  as  such,  I  can  not  see  that 
public  policy  requires  that  the  existing  practice  should  be  abolished. 

Mr.  Lyon.  Just  as  long  as  there  is  private  ownership  of  carriers, 
unless  there  is  some  legislation  by  Congress,  it  may  be  the  policy  of 
the  carriers — which  it  is  in  this  instance — not  to  use  the  direct  avail- 
able routes,  but  to  use  the  indirect  routes  whether  or  not  they  are  the 
best. 

Do  you  know  how  much  farther  you  have  to  haul  that  Black  Moun- 
tain coal  to  Knoxville — I  simply  use  Knoxville  because  it  is  a  junc- 
tion point — ^via  the  route  which  you  do  use  than  you  would  via  the 
Cumberland  Gap  route? 

Mr.  Harrison.  Th^  Cumberland  Gap  route  is  a  shorter  route. 

Mr.  RixBY.  You  are  not  applying  tnat  to  all  the  mines  that  take 
the  Black  Mountain  route? 
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Mr.  Lyon.  I  do  not  mean  it  would  be  advantageous  to  take  coal 
from  Toms  Creek  via  Cumberland  Gap.    That  is  a  matter  I  would  ., 
have  to  look  into  further  to  get  the  mileage.    That  might  have  to  go  |^ 
the  other  way. 

Mr.  Lyon.  When  was  the  line  from  Moccasin  Grap  to  Bulls  Gap  - , 
completed?  |" 

Mr.  Harrison.  It  was  completed  after  July  1,  1908;  I  do  not 
remember  the  exact  date. 

Mr.  Lyon.  Was  the  Carolina,  Clinchfield  &  Ohio  road  built  at  that 
time? 

Mr.  Harrison.  It  was  just  being  finished. 

Mr.  Lyon.  And  therefore  when  you  built  the  cut-off  from  Moc- 
casin Gap  to  Bulls  Gap  there  were  practically  available  routes  both  to 
the  southwest  through  Cumberland  Gap  from  the  Appalachian  regi<m 
and  to  the  southeast  through  the  Speers  Ferry  route  via  the  CaroUna, 
Clinchfield  &  Ohio? 

Mr.  Harrison.  The  Carolina,  Clinchfield  &  Ohio  was  not  finished 
at  the  time  we  were  building  the  Moccasin  Gap  line.    Those  roads  • 
were  built  at  about  the  same  time. 

Mr.  Lyon.  Does  the  cut-off  from  Moccasin's  Gtip  to  Bulls  Gap  open 
a  highly  developed  territory,  or  is  it  mountainous  territory  ? 

Mr.  Harrison.  It  opens  up  one  of  the  most  interesting  agricultural 
territories  we  have  on  the  railroad.  It  is  the  source  of  the  oeef -cattle, 
supply  for  all  the  feeders  of  cattle  in  Virginia.  One  of  the  most 
interesting  developments  in  our  territory  to-day  is  going  on  along 
that  railroad. 

Mr.  Lyon.  Is  it  developing  business  there  aside  from  the  coal  busi- 
ness? 

Mr.  Harrison.  Yes,  sir;  I  have  this  winter  authorized  appropria- 
tions of  considerable  sums  of  money  for  enlarging  stock  pens  there. 

Mr.  Lyon.  But  on  the  Virginia  &  Southwestern  your  coal  business 
has  been  the  large  development? 

Mr.  Harrison.  Oh,  yes. 

Mr.  Lyon.  Now,  in  regard  to  this  pier  at  Charleston,  wrill  that  be 
open  to  the  use  of  any  railroad  that  hauls  coal  to  Charleston,  or  only 
for  the  use  of  the  Southern  Railway  ? 

Mr.  Harrison.  It  will  be  open  on  exactly  the  same  terms  that  the 
Norfolk  &  Western  piers  at  Lamberts  Point  are  open. 

Mr.  Lyon.  I  am  not  informed  as  to  that.  Can  you  tell  me  how 
that  is  ? 

Mr.  Harrison.  I  have  not  studied  in  detail  how  that  thing  is  going 
to  work  out,  and  I  am  simply  assuming  that  the  charges  are  going 
to  be  such  that  there  will  be  equality  with  the  Norfolk  &  Western 
coals. 

Mr.  Lyon.  Then  you  will  have  your  pier  there  open  to  coal  brought 
in  by  the  Southern,  and  the  pier  of  the  Holston  Corporation — the 
C.,  C.  &  O. — ^which  is  open  only  to  the  C,  C.  &  O.  mines  and  the 
others  who  contract  with  that  corporation,  will  be  rather  more  limited 
than  yours.    Is  that  true? 

Mr.  Harrison.  I  do  not  know,  except  from  their  correspondence, 
what  their  plans  are.  But  ours  will  be  on  a  liberal  basis  of  dealing 
with  the  people  whom  it  is  our  duty  to  provide  for. 

Mr.  Thom.  In  other  words,  your  coal  pier  will  be  open  in  the  same 
way  that  your  railroad  is  open? 
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Mr.  Harrison.  Yes. 

Mr.  Lyon.  Now,  in  regard  to  this  single  unit  that  you  speak  of, 
does  the  Southern  Railway  consider  that  room  for  one  vessel  to  load 
will  be  sufficient  for  the  business  to  begin  with  there  ? 

Mr.  Harrison.  The  coal  miners  advise  us  that  for  the  experiment 
that  will  be  all  they  will  ask. 

Mr.  Lyon.  Do  you  know  how  long  it  will  take  to  load  a  vessel  ? 

Mr.  Harrison.  No;  I  am  not  able  to  answer  that  question.  We  are 
taking  advantage  of  some  of  Mr.  Potter's  experiments. 

Senator  Chilton.  Will  not  that  depend  on  the  loading  devices? 

Mr.  Lyon.  Yes,  sir ;  that  is  why  I  asked  the  question. 

Mr.  Harrison.  We  intend  to  have  the  most  modern  plant  that  can 
be  provided. 

Mr.  Lyon.  Then  you  can  load  in  an  hour  or  two,  I  suppose.  Now, 
you  spoke  of  the  rate  policy  of  the  Southern,  and  I  believe  you  have 
stated  since  I  made  my  memorandum  that  the  Southern  rates  were 
the  highest  in  the  country  east  of  the  Mississippi  Eiver? 

Mr.  Harrison.  I  stated  they  were  higher  tnan  those  in  the  North- 
east and  Middle  West. 
^  Mr.  Lyon.  That  practically  covers  the  territory  east  of  the  Missis- 
sippi Eiver. 

Mr.  Harrison.  East;  yes. 

Mr.  Lyon.  Do  I  understand  that  it  is  the  policy  of  the  Southern 
Railway  Co.  to  keep  the  rates  higher  ? 

Mr.  Harrison.  The  policy  of  the  Southern  Railway  is  to  provide 
revenue  sufficient  to  enable  it  to  pay  its  debts,  to  pay  its  wages,  and 
to  provide  facilities  for  improving  its  railroad  all  the  time.  What- 
ever is  necessary  in  order  to  do  that,  that  is  what  we  ask. 

Mr.  Lyon.  And  thus  far  it  has  been  decided  it  is  necessary  to 
charge  higher  rates  than  in  other  sections  of  the  country  ? 

Mr.  Harrison.  Oh,  yes. 

Mr.  Lyon.  Have  the  revenues  of  the  Southern  Railway  increased 
during  the  last  10  or  20  years? 

Mr.  Harrison.  Enormously. 

Mr.  Lyon.  Have  they  increased  per  mile  of  road? 

Mr.  Harrison.  Yes. 

Mr.  Lyon.  Have  they  increased  substantially  per  mile  of  road  ? 

Mr.  Harrison.  Yes. 

Mr.  Lyon.  Would  you  apply  the  adjective  "enormously"  to  that? 

Mr.  Harrison.  No  ;  I  do  not  think  so. 

Mr.  Lyon.  Do  you  know  what  the  increase  has  been  ? 

Mr.  Harrison.  I  think  it  is  about  double.  It  has  increased  from 
$4,500  to  $9,000. 

Mr.  Lyon.  Gross  revenues  ? 

Mr.  Thom.  Including  passengers  and  everything. 

Mr.  Lyon.  That  is  the  gross  revenue  per  mile  of  road.  Do  you 
know  how  that  compares  with  the  gross  revenues  of  other  sections  of 
tho  country? 

Mr.  Harrison.  I  do  not. 

Mr.  Lyon.  Do  you  know  whether  it  is  larger  or  smaller? 

Mr.  Harrison.  Not  sufficiently  to  testify  about  it. 

Mr.  Lyon.  You  made  the  general  statement  that  rates  on  the 
Southern  Railway  have  decreased.  Have  you  any  information  on 
that  subject? 
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Mr.  Harrison.  I  believe  that  to  be  the  fact,  that  the  general  tend- 1  ^ 
ency  of  rates  per  ton  per  mile  shows  a  decrease  for  a  series  of  years.  I  °^' 

Mr.  Lyon.  For  the  Southern  Railway?  1^^" 

Mr.  Harrison.  Yes.      I  stand  subject  to  correction  on  that.         I  ^ 

Senator  Chilton.  Do  you  know  what  your  average  is?    I  would  I' 
like  to  know  about  that.  I  ^^ 

Mr.  Harrison.  May  I  ask  Mr.  Green?  "'^ 

Senator  Chilton.  I  thought  it  had  gotten  down  to  less  than  a  cent 
now. 

Mr.  Green.  The  Southern  Railway  average  has  never  been  as  mucli 
as  a  cent.    It  averages  9  and  a  fraction  milS. 

Senator  Chilton.  I  understand  that  the  general  rate  over  the 
United  States  is  less  than  a  cent  per  ton  per  mile. 

Mr.  Lyon.  Oh,  a  good  deal  less.    I  think  it  is  around  7  mills. 

Mr.  Harrison.  I  know  that  the  rate  per  ton  per  mile  on  the  South- 
em  Railway  is  greater  than  the  rate  per  ton  per  mile  on  the  Monon. 

Mr.  Lyon.  Has  the  Southern  ton-mile  rate  decreased  in  recent 
years  ? 

Mr.  Green.  It  has  fluctuated  in  recent  years,  ranging  from  9.81 
to  9.83. 

Mr.  Lyon.  Is  9.83  for  1913  ? 

Mr.  Green.  That  is  from  memory. 

Mr.  Lyon.  Should  there  be  naturally  a  decrease  in  the  ton-mile 
revenue  of  a  road  of  the  character  of  the  Southern  Railway  over  a 
period  of  years  ? 

Mr.  Harrison.  It  is  largely  a  question  of  skillful  management,  of 
having  a  fair  rate,  and  providing  high-class  traffic.  Every  time  you 
put  a  high-class  industry  on  the  railroad  you  affect  your  rate  per  ton 
per  mile.  We  have  been  specializing  in  industries  producing  high 
class  freight. 

Mr.  Lyon.  Do  not  those  industries  that  produce  the  high-class 
freight  have  to  be  supplied  with  a  low  class  of  material  to  produce 
the  high-class  freight? 

Mr.  Harrison.  Some  of  them  do. 

Mr.  Lyon.  Substantially  all  manufacturing  industries,  do  they 
not? 

Mr.  Harrison.  Yes.  Some  of  them  have  a  very  lowr-class  raw 
material.  For  instance,  the  manufacturers  of  aluminum  use  the 
lowest  possible  class  of  raw  material  and  turn  it  into  the  highest  class 
product. 

Mr.  Lyon.  And  then,  in  your  cotton  mills,  is  not  the  fuel  quite  a 
large  item  of  expense  ? 

Mr.  Harrison.  It  always  has  been.  A  great  many  of  them  are 
equipped  with  electric  power. 

Mr.  Lyon.  I  understood  you  to  say  they  had  been  returning  to 
steam  power. 

Mr.  Harrison.  Most  of  them  are  retaining  their  steam  plants,  even 
those  that  are  still  using  electric  power. 

Mr.  Lyon.  Hydroelectric  power  has  been  very  largely  developed 
in  the  section  served  by  the  Southern  Railway  ? 

Mr.  Harrison.  Yes;  quite  largely. 

Mr.  Lyon.  Do  you  attribute  that  at  all  to  the  cost  of  coal  ? 
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Mr.  Harrison.  I  attribute  it  to  the  opportunity  for  the  develop- 
xnent  of  cheap  power,  due  to  the  rivers  in  that  territory.  It  is  a 
territory  traversed  by  rivers. 

Mr.  Lyon.  There  are  two  means  of  producing  power  in  the  South, 
I  understand ;  one  through  coal,  and  the  other  through  water  power, 
^nd,  of  course,  the  question  of  the  cost  of  the  coal  would  naturally 
liave  a  bearing  upon  the  question  of  whether  the  hydroelectric  power 
"would  be  developed,  would  it  not?  And  under  the  conditions  of  the 
<5oal  roads  of  the  South  the  hydroelectric  power  has  highly  de- 
veloped ? 

Mr.  Harrison.  There  have  been  a  great  many  million  dollars  in- 
T^ested  in  it. 

Mr.  Lyon.  Does  the  Southern  Railway  deem  it  to  its  interest  to 
meet  that  situation,  or  attempt  to  meet  that  situation,  by  depressing 
the  price  of  coal  at  the  points  of  consumption,  so  as  to  meet  the  hydro- 
electric power? 

Mr.  Harrison.  No;  we  prefer  to  see  the  big  industries  run  by 
hydroelectric  power,  and  to  create  more  small  ones  and  supply  them 
with  coal. 

Mr.  Lyon.  Then  that  is  the  declared  policy  of  the  Southern  Rail- 
way, to  develop  hydroelectric  power  on  its  lines  ? 

Mr.  Harrison.  We  have  never  made  any  objection  to  them.  On 
the  contrary,  we  believe  them  to  be  a  modern  instrument  which  we 
advocate. 

Mr.  Lyon.  And  a  very  effective  way  of  producing  that  result  is  to 
maintain  high  coal  rates? 

Mr.  Harrison.  We  never  have  considered  that  a  means  of  promo- 
tion of  the  hydroelectric  power. 

Mr.  Lyon.  Do  you  know  whether  your  coal  rates  in  this  territory 
have  substantially  decreased  in  the  last  10  or  20  years  ? 

Mr.  Harrison.  There  have  been  decreases.  I  have  heard  that  ques- 
tion agitated  up  and  down  and  round  about,  and  the  impression  I 
have  taken  away  from  it  is  that  they  have  been  decreasing.  I  am 
not  a  traffic  man  and  I  am  not  altogether  familiar  with  that. 

Mr.  Lyon.  Would  your  knowledge  of  the  development  of  motive 
power  and  economy  in  the  handling  of  a  heavy  product  like  coal  lead 
you  to  think  there  should  be  a  reduction  in  rates,  if  the  public  is  to 
participate  in  the  modem  improvements,  in  a  commodity  like  coal  on 
the  Southern  Railway  ? 

Mr.  Harrison.  I  am  not  an  advocate  of  reduction  of  rates  on  the 
Southern  Railway  under  present  conditions.  I  might  as  well  state 
that  frankly. 

Mr.  Lyon.  I  should  think  it  very  unnatural  if  you  were.  I  was 
trying  to  eliminate  you  from  your  relation  with  the  Southern  Rail- 
way Co.,  and  ask  you  to  speak  generally  as  a  man  well  versed  in 
these  matters,  from  the  standpoint  of  public  interest  as  well  as  from 
the  standpoint  of  the  Southern  Railway.  In  most  sections  the  nat- 
ural development  of  motive  power  and  economy  of  handling  coal 
should  lead  to  some  change  in  the  cost  of  production. 

Mr.  Harrison.  In  our  own  experience  we  have  elected  to  use  a 
higher-priced  fuel,  because  we  believed  we  would  get  more  economy. 
It  may  oe  that  is  true  elsewhere  in  the  South. 

Mr.  Lyon.  I  was  not  going  into  the  question  of  the  value  of  the 
coal,  and  I  think  that  is  something  the  committee  h»s»  tl^\.  ^jk^sKSkoss^ 
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to  do  with  as  a  transportation  matter.  I  am  talking  about  the 
transportation  cost.  You  think  that  ought  not  to  decrease  in  the 
South? 

Mr.  Harrison.  Not  under  present  conditions.  We  need  all  the 
revenues  we  are  getting  now,  and  more,  in  order  to  carry  our  difficul- 
ties, and  I  am  not  in  favor  of  reducing  any  rate  to-day  merely  for  the 
purpose  of  reducing  a  rate.  If  we  can  adjust  a  rate  so  as  to  maintain 
our  revenue  and  enable  us  to  perform  our  public  duties  with  that 
revenue,  then  I  am  willing  to  do  so. 

Mr.  Lyon.  You  do  not  expect,  however,  to  come  to  the  point  where 
the  railroad  will  not  need  money  ? 

Mr.  Harrison.  That  has  never  been  within  my  experience. 

Mr.  Lyon.  No  ;  nor  in  anybody's,  I  believe.  Now,  you  made  some 
comparison  of  the  tonnage  of  the  Southern  Eailway  in  coal  with  the 
tonnage  of  some  of  the  northern  railroads — the  Pennsylvania  and 
the  B.  &  O. 

Mr.  Harrison.  No;  I  do  not  think  so.  I  gave  some  percentages 
of  total  traffic  of  the  Norfolk  &  Western,  the  C.  &  O.,  and  the  Vir- 
ginian, showing  that  their  coal  was  a  large  percentage  of  their  total 
traffic,  and  that  ours  is  about  30  per  cent. 

Mr.  Ijyon.  Your  statement  also  showed  that  from  1895  to  1913 
your  percentage  of  bituminous  coal  had  been  substantially  constant. 
28.97  and  28.95  for  the  two  years.  Of  course,  the  general  volume  oi 
your  business  had  increased. 

Mr.  Harrison.  It  increased  from  1,500,000  tons  to  8,500,000  tons. 

Mr.  Lyon.  Do  you  think  it  is  to  the  advantage  of  the  Southern 
Eailway  not  to  have  its  bituminous  coal  or  products  of  mines  in- 
crease in  percentage? 

Mr.  Harrison.  I  would  rather  see  the  increase  in  the  higher 
classes  of  freight.    That  is  where  we  are  putting  our  best  efforts. 

Mr.  Lyon.  From  that  I  judge  it  is  your  view  that  the  commodities 
that  pay  the  Southern  Eailway  are  not  the  low-class  commodities, 
but  the  high  class  ? 

Mr.  Harrison.  Under  our  physical  conditions  on  the  Southern 
Eailway,  as  it  is  to-day. 

Mr.  Lyon.  I  understood  from  your  general  statement  here  that  the 
Southern  Eailway  was  not  in  the  very  best  financial  condition. 

Mr.  Harrison.  It  is  to-day,  but  it  was  not  in  1908. 

Mr.  Lyon.  One  other  railroad  I  think  you  named.  Do  you  think 
it  is  in  as  good  condition,  for  instance,  as  the  Norfolk  &  Western, 
a  coal-carrying  road,  financially  speaking? 

Mr.  Harrison.  The  Norfolk  &  Western  is  financially  a  very  strong 
road. 

Mr.  Lyon.  And  its  proportion  of  coal  is  very  large  compared  with 
its  entire  traffic? 

Mr.  Harrison.  Yes. 

Mr.  Lyon.  Do  you  know  what  the  percentage  of  products  of  mines 
is  on  the  Pennsylvania? 

Mr.  Harrison.  I  have  not  those  figures. 

Mr.  Lyon.  Do  you  know  generally  that  the  Baltimore  &  Ohio  and 
the  Pensylvania  have  a  very  high  percentage  of  products  of  mines? 

Mr.  Harrison.  Yes. 

Mr.  Lyon.  And  that  they  are  generally  considered  roads  of  good 
financial  standing? 
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Mr.  Harrison.  Yes. 

Mr.  Lyon.  I  believe  the  Baltimore  &  Ohio  is  now  a  little  off,  but 
generally  speaking  the  Baltimore  &  Ohio  is  considered  a  high-class 
road?  Now,  the  policy  of  the  Southern  Railway,  according  to  the 
figures  you  gave,  from  1903  to  1913—1  take  the  figures  from  the 
statement  you  filed  here — show  only  30  per  cent  increase  in  bitu- 
minous coal,  or  about  3  per  cent  a  year,  and  your  general  business  in- 
creased 5  per  cent. 

Mr.  Harrison.  Yes. 

Mr.  Lyon.  And  your  revenues  5.7  per  cent  per  year.  Would  it  be 
fair  to  deduce  from  that  that  you  had  not  treated  your  bituminous 
coal  with  the  same  liberality  that  you  had  your  general  business? 

Mr.  Harrison.  No;  I  do  not  think  it  would.  I  think  what  you  can 
deduce  from  that  is  that  we  have  not  been  a  coal  railroad.  We  have 
not  facilities  for  moving  coal  in  quantities,  and  we  have  not  devel- 
oped the  coal  business  to  the  extent  that  the  Norfolk  &  Western  has. 
I  am  perfectly  willing  to  admit  we  have  not  developed  it  as  much 
as  the  Norfolk  &  Western. 

Mr.  Lyon.  Then  it  may  be  said  that  the  difference  between  the 
bituminous  coal  moving  over  the  Norfolk  &  Western  and  that  moving 
over  the  Southern  Railway  has  been  due  to  the  deliberate  policy  of 
the  two  roads,  one  to  develop  its  coal  business  and  the  other  not  to 

-  develop  its  coal  business  ? 

Mr.  Harrison.  I  agree  that  one  is  due  to  the  deliberate  policy  of 
,    the  Norfolk  &  Western  to  develop  its  coal  business.     The  other  is 

-  due  to  the  fact  that  the  Southern  Railw4iy  has  lagged  in  its  policy 
f  of  developing  its  coal  business,  as  I  have  already  testified. 

Mr.  Lyon.  And  the  policy  of  the  Southern  Railway,  as  now  ex- 
.  pressed  by  you,  is  to  continue  to  lag  in  the  development  of  the  coal 
^   business? 

Mr.  Harrison.  Not  a  bit.    Our  policy  is  to  provide  the  industries 
\    on  our  railroad  with  coal,  and  do  what  is  necessary  to  do  that.    Our 
policy  is,  further,  to  experiment  with  this  tidewater  coal  and  do 
^    what  is  necessary  to  do  that. 

Mr.  Lyon.  You  are  probably  aware  that  the  Norfolk  &  Western  has 
rot  many  local  industries  that  consume  coal? 
Mr.  Harrison.  I  think  very  few. 

Mr.  Lyon.  And  the  business  of  that  road  is  coal  that  is  destined 
beyond  its  own  rails  ? 
Mr.  Harrison.  Yes. 

■  Mr.  Lyon.  I  do  not  know  what  that  percentage  is,  but  I  imagine  it 
is  80  or  90  per  cent  of  the  total.  And  the  Southern  Railway  has 
determined  not  to  adopt  that  policy. 

Mr.  Harrison.  On  the  contrary,  anything  that  is  profitable  that  we 
can  do ;  but  we  have  a  profitable  business  and  it  is  building  the  South, 
and  we  are  going  to  continue  to  develop  that  business. 

Mr.  Lyon.  And  that  carries  with  it  the  present  scale  of  rates  on 

■  coal? 

Mr.  Harrison.  A  rate  is  always  subject  to  adjustment,  Mr.  Lyon. 
I  do  not  know  how  anybody  can  maintain  a  rate  except  within  the  law. 
Whatever  the  tariff  may  be  at  the  moment  you  may  maintain  that. 

Mr,  Lyon.  Of  course,  there  is  no  relief  except  through  a  commis- 
sion or  the  policy  of  the  company.  If  it  is  the  policy  of  the  company 
to  develop  its  manufacturing  business,  of  course  it  would  naturally 
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make  a  low  rate  upon  the  material  that  enters  largely  into  the  manu- 
factures  

Mr.  Thom.  Do  you  want  a  lower  rate  than  $1.40  for  export  coal. 
Mr.  Lyon? 

Mr.  Lyon.  I  am  not  asking  about  rates  here. 

Mr.  Thom.  I  am  not  asking  you  in  your  individual  capacity ;  I  am 
asking  you  in  your  representative  capacity  whether  you  are  or  not 
satisfied  with  $1.40  as  a  tidewater  rate  ? 

Mr.  Lyon.  As  my  questions  for  the  last  five  minutes  have  been 
directed  to  local  consumption,  I  did  not  know  what  bearing  that 
had  on  it. 

Mr.  Thom.  There  are  complaints  as  to  interior  rates  before  the 
commission  now,  are  there  not? 

Mr.  Lyon.  I  think  there  are  about  10  complaints.  When  Mr. 
Thom  asks  whether  the  whole  question,  which  involves  some  thou- 
sands of  points  in  the  southeastern  territory,  is  before  the  Interstate 
Commerce  Commission,  I  say  I  do  not  know.  I  say  that  there  are 
pending  in  a  case  before  the  commission  10  complaints  by  the  cotton 
mills  of  the  States  of  North  and  South  Carolina,  and,  I  think,  one  by 
the  State  of  North  Carolina,  but  I  do  not  think  that  includes  the 
whole  section  served  by  the  Southern  Railway. 

Mr.  RixEY.  Don't  you  know,  Mr.  Lyon,  that  there  is  a  general  in- 
vestigation of  the  coal  rates  in  all  these  fields  we  are  talking  about? 

Mr.  Lyon.  The  commission  may  limit  that  just  as  much  as  it  likes. 

Mr.  Thom.  In  other  words,  that  is  already  before  the  commission. 

Mr.  Lyon.  I  do  not  see  what  that  has  to  do  with  this. 

Mr.  Thom.  I  know  you  don't,  but  other  people  may  take  a  different 
view. 

Mr.  Lyon.  If  the  committee  thinks  it  is  improper  for  them  to  look 
at  any  matter  that  is  before  the  Interstate  Commerce  Commission,  of 
course,  they  will  stop  taking  testimony  on  the  subject. 

Senator  Chilton.  Let  me  understand  you.  Are  all  these  questions 
of  rates  and  complaints  pending  in  cases  before  the  Interstate  Com- 
merce Commission  now? 

Mr.  Lyon.  Yes,  sir;  there  are  many  cases  before  the  Interstate 
Commerce  Commission. 

Senator  Chilton.  Are  these  .questions  now  pending  that  you  are 
now  going  into? 

Mr.  Lyon.  Tidewater  rates  through  Charleston  are  not  involved. 
There  are  many  complaints,  and  the  commission  has  a  general  inves- 
tigation on  with  regard  to  bituminous  coal  rates  from  all  these  fields, 
and,  I  believe,  Virginia,  Tennessee,  and  Kentucky  into  southeastern 
territory. 

Mr.  RixEY.  From  West  Virginia,  Tennessee,  Kentucky,  and  the 
Virginia  fields  to  all  points  in  Virginia,  the  Carolinas,  and  the 
Southeast. 

Mr.  Thom.  My  understanding  is,  gentlemen  of  the  committee^  that 
all  these  rates  on  coal  from  all  these  bituminous  fields  into  all  the 
territory  involved  in  these  questions  are  now  before  the  Interstate 
Commerce  Commission.  The  evidence  has  been  taken,  and  they  are 
waiting  for  argument. 

The  Chairman.  That  is,  the  rates  to  interior  points.  Of  course, 
this  resolution  directs  us  to  consider  rates  to  tidewater. 

Mr.  Thom.  Mr.  Northrup,  who  is  in  charge  of  the  matter,  says  it 
IS  even  more  extensive  than  tYiat. 
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Mr.  Lyon.  I  will  state  to  the  committee  that  I  was  with  the  Inter- 
state Commerce  Commission  practically  since  1887,  and  there  have 
always  been  complaints  before  the  commission  from  southern  terri- 
tory, and  always  coal  complaints,  generally  speaking.  There  are 
some  before  the  commission  now,  and  the  commission  has  a  gen- 
eral investigation  on  hand.  Every  rate  between  the  Atlantic  sea- 
board and  the  Mississippi  River,  and  from  the  Ohio  and  Potomac  to 
Canada,  is  to-day  beiore  the  commission  awaiting  decision.  In 
addition  to  that  tnere  are  hmidreds  of  individual  cases  in  the  same 
territory.  I  do  not  know  what  bearing  that  has  on  these  things.  It 
may  be,  from  what  I  hear,  that  in  less  than  six  months  the  southern 
roads  may  be  before  the  Interstate  Commerce  Commission  asking 
for  increased  rates.  It  does  not  interfere  with  the  Senate  investi- 
gation, at  any  rate. 

Mr.  Thom.  I  think  it  is  fair  for  the  committee  to  know  that  there 
is  an  investigation  being  conducted  before  the  Interstate  Commerce 
Commission  involving  all  these  rates  that  are  now  referred  to  in  the 
territonr  contiguous  to  the  Southern  Railway,  that  the  evidence  has 
been  taken,  and  they  are  awaiting  argument.  This  committee  will 
doubtless  consider  whether,  with  that  matter  before  the  Interstate 
Commerce  Commission,  it  will  also  go  into  that  phase  of  the  question. 

The  Chairman.  I  do  not  think  we  are  ordered  by  the  resolution  to 
go  into  that  phase  of  the  question  at  all. 

Mr.  Thom.  I  do  not  think  so. 

Mr.  Lyon.  Does  the  committee  mean  that  my  question  is  directed 
to  a  matter  I  should  not  be  permitted  to  inquire  about  ? 

Senator  Chilton.  It  is  pretty  hard  to  determine  where  to  limit 
cross-examination. 

Mr.  Lyon.  I  did  not  know  the  purpose  of  the  interruption,  except 
to  stop  the  cross-examination. 

Senator  Chilton.  I  did  not  understand  that  anybody  was  object- 
ing.   It  is  a  question  of  what  we  will  direct  our  attention  to. 

Mr.  Thom.  I  am  not  trying  to  stop  the  cross-examination. 

(Here  followed  an  informal  discussion  as  to  hours  of  meeting  of 
the  subcommittee.) 

(Thereupon,  at  5.20  p.  m.,  the  subcommittee  adjourned,  to  meet 
to-morrow  morning^  Tuesday,  July  28,  1914,  at  10  o'clock.) 

TUESDAY,  JULY  28,   1914. 

Subcommittee  on  Naval  Affairs, 

United  States  Senate, 

Washington^  D.  C, 

The  subcommittee  met  at  10  o'clock  a.  m.,  pursuant  to  adjourn- 
ment. 

Present:  Senators  Bryan  (chairman)  and  Chilton;  also.  Senator 
Tillman. 

TESTIMONY  OF  ME.  FAIBFAX  HABEISON,  PBESIBENT  SOITTHEEN 

EAILWAT— Besumed. 

The  Chairman.  You  may  proceed,  gentlemen,  if  you  are  ready. 

Mr.  Thom.  Before  Mr.  Harrison  resumes  his  testimony,  if  it 
please  the  chairman,  I  wish  to  call  attention  to  the  fact  that  I  merv- 
tioned  on  yesterday  that,  as  preliminary  to  oX^I^yclydl^  ^^^  >i^fisA 
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to  the  land  at  Charleston  for  these  terminals,  it  was  necessary  to 
secure  an  act  of  the  General  Assembly  of  South  Carolina  authorizing 
the  Magnolia  Cemetery  Corporation  to  dispose  of  the  property.  I 
would  like  now  to  introduce  that  act,  being  No.  447  of  the  Acts  of 
South  Carolina,  1914,  at  pages  842  and  843.  The  act  was  approved 
on  the  6th  of  February,  1914. 

(The  copy  of  the  act  here  submitted  by  Mr.  Thorn  is  in  words  and 
figures  as  follows:) 

Acts  of  South  Carolina,  1914.    No.  447. 

AN  ACT  To  amend  an  act  entitled  "An  act  to  Incorporate  certain  societies  and  com- 
panies and  to  revive  and  amend  certain  charters  heretofore  granted,  ratified  December 
20,  1850.  and  later  amended  by  acts  approved  February  14,  1878,  and  the  20th  day  of 
December,  189't,  respectively,  so  as  to  permit  and  empower  Magnolia  Cemetery  to  sell 
and  convey  any  part  of  ifs  land,  either  high  lands  or  marsh  lands,  for  any  purpose 
whatever  and  to  any  person  whomsoever,  and  further  to  repeal  any  words  or  pro- 
visions in  the  ori.^inal  charter  of  said  company  or  as  amended  in  derogation  of  sodi 
rights,  and  to  connrm  the  holdings  of  said  company  to  its  high  lands  and  marsh  lands, 
as  set  forth  in  the  amendatory  act  of  1878,"  approved  February  14,  1878. 

Section  1.  Magnolia  Cemeteiy  Corporation  empowered  to  sell  certain  lands.— 
Be  it  enacted  hy  the  General  Aasemhly  of  the  State  of  South  Carolina^  That 
the  charter  of  Magnolia  Cemetery  is  hereby  amended  by  enlarging  the  rights 
and  powers  of  said  corpcjration  as  to  the  sale  of  its  real  estate,  either  high 
lands  or  marsh  lands,  so  that  said  corporation  be,  and  is  hereby,  vested  with 
full  power  to  sell  and  convey  any  part  of  its  high  lands  or  marsh  lands  for 
any  puri)ose  whatever  and  to  any  person  whomsoever. 

Sec  2.  Certain  provisions  repealed. — That  any  words  or  provisions  contained 
in  the  original  charter  of  said  corporation  by  the  incorporating  act  of  1850, 
approved  December  20.  1850,  or  in  the  amendatory  acts,  approved  February  14, 
3878,  and  the  20th  day  of  December,  1893,  respectively,  repugnant  to  or  in 
derogation  of  such  a  right  hereby  allowed  in  section  1  hereof  be,  and  is  hereby, 
repealed,  and  the  charter  of  said  corporation  is  hereby  amended  accordingly. 

Sec.  3.  Right  to  hold  marsh  lands  ratified. — That  the  right  and  power  of 
Magnolia  Cemetery  to  have,  hold,  and  enjoy  its  high  lands  and  marsh  lands 
vested  in  said  company,  as  set  forth  in  the  amendatory  act,  approved  February 
14,  1878,  is  hereby  ratltied,  confirmed,  and  vested  in  said  company. 

Sec  4.  This  jict  shall  t;ike  effect  immediately  upon  its  approval  by  the 
governor. 

Approved  the  6th  day  of  February,  A.  D.  1914. 

Mr.  Lyon.  ilr.  Harrison,  have  your  duties  in  the  past  in  connec- 
tion with  the  Southern  Railway  been  those  of  a  traffic  nature  or 
more  of  a  financial  nature? 

Mr.  Harrison.  They  have  been  dealing  with  general  questions  of 
policy  as  an  incident  to  my  immediate  responsibility  for  finances. 

Mr.  Lyon.  In  that  situation,  do  you  feel  yourself  fully  advised  as 
to  the  rate  situation  on  the  Southern  Railway? 

Mr.  Harrison.  I  do  not. 

Mr.  Lyon.  Do  you  know  anything  as  to  the  broad  policy  of  rate 
making?  For  instance,  if  there  should  arise  a  controversy  in  the 
Loal  field  as  to  what  railroads  should  move  coal  from  a  certain  mine 
or  a  certain  field  and  railroads  would  take  up  for  consideration 
whether  it  was  profitable  that  coal  should  move  in  this  direction  or 
in  that  direction,  would  that  fact  come  before  you? 

Mr.  Harrison.  Not  to  my  immediate  responsibility  in  the  past.  I 
would  have  known  about  it  simply  as  a  matter  of  information  of  the 
affairs  of  the  company  which  were  going  on. 

Mr.  Lyon.  If  there  were  an  understanding  between  the  Louisville 
&  Nashville  and  the  Southern  Railway  as  to  the  movement  of  coal  in 
the  Appalachian  field  east  and  west  bound  and  the  determination  of 
what  shall  be  the  rate,  would  that  be  a  matter  that  would  come  within 
your  imowledge? 


TRANSPOKTATION  OF  COAL.  431 

Mr.  Harrison.  Not  necessarily. 

Mr.  Lyon.  So  that  if  there  were  either  correspondence  or  meetings 
between  officials  of  the  Louisville  &  Nashville  Railroad  and  the 
Southern  Railway  as  to  a  division  of  territory  in  the  coal  fields,  that 
is  a  matter  which  would  not  come  before  your  office  ? 

Mr.  Harrison.  Not  necessarily.  I  think  I  would  have  known  about 
any  such  agreement  that  we  may  have  had. 

Mr.  Lyon.  Well,  do  you  know  wheth^  there  has  been  any  corre- 
spondence between  your  company  and  the  Louisville  &  Nashville  as 
to  the  rates  which  should  prevail  on  coal  from  the  Appalachian 
field  ?    Do  you  know  whether  there  is  any  such  correspondence  ? 

Mr.  Harrison.  I  do  not  know  whether  there  has  been  any  such  cor- 
respondence or  not. 

Mr.  Lyon.  If  there  has  been  such  correspondence,  I  would  like  to 
ask  the  committee  to  have  Mr.  Harrison  furnish  that  to  the  commit- 
tee from  the  files  of  the  company.  That  relates  particularly  to  the 
coal  reached  by  the  Louisville  &  Nashville  rails  in  the  Black  Moun- 
tain field  and  also  up  into  Norton,  with  the  question  of  whether  the 
coal  from  that  field  shall  go  from  there  via  the  Louisville  &  Nashville 
road  to  the  South  and  to  the  Northwest  or  whether  it  shall  be  con- 
fined substantially  to  a  movement  to  the  Southeast.  I  have  been 
informed  there  is  such  correspondence,  but  I  have  not  that  corre- 
spondence. 

Mr.  Thom.  I  understand  that  counsel  for  Mr.  Dulaney  had  men 
who  have  gone  through,  who  have  examined  the  files  of  the  Southern 
Railway,  and  had  full  access  to  all  the  files.    That  is  my  information. 

-  I  do  not  know  whether  that  is  so,  except  I  was  asked  whether  or  not 
■  we  were  to  give  access,  and  I  said  we  would  give  full  access,  and  I 
:    have  no  doubt  we  did. 

The  Chairman.  What  is  your  question  ? 

Mr.  Lyon.  I  just  asked  if  there  is  such  correspondence  between  the 
Louisville  &  Nashville  and  the  Southern  Railway  on  the  question  of 
the  division  of  territory  in  the  Appalachian  field  as  to  the  direction 
in  which  coal  should  move,  and  as  to  the  rates  which  should  pervail. 

-  I  asked  that  the  correspondence  be  filed.     The  witness  says  he  knows 
nothing  of  it  personally. 

Mr.  Thom.  I  know  of  none,  and  I  am  advised  there  is  none. 
Mr.  Lyon.  If  Mr.  Harrison,  the  witness,  agrees  with  you,  and  that 
•*    is  the  fact,  there  will  be  nothing  to  furnish.     I  simply  ask  that  the 
witness  secure  such  corespondence  if  it  is  in  existence. 

The  Chairman.  You  mean  in  addition  to  any  which  may  have 

been 

^        Mr.  Harrison.  I  have  no  personal  knowledge  of  any  such  corre- 

-  spondence. 

The  Chairman  (continuing) .  In  addition  to  what  may  have  been 
gathered  by  the  Interstate  Commerce  Commission? 

Mr.  Lyon.  Yes,  sir. 

The  Chairman.  Very  well.  I  understand  that  the  witness  will 
'    furnish  such  correspondence  if  it  is  in  existence.     Is  that  true  ? 

Mr.  Thom.  We  turned  our  files  over  to  the  representatives  of  the 
"  Government,  and  if  there  is  any,  I  suppose  they  found  it.  My  advice 
•►    is  there  is  none. 

Mr.  Lyon.  If  there  is  none,  of  course,  there  is  nothing  to  file. 

Senator  Chilton.  Was  that  confined  to  any  period  or  timfi? 
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Mr.  Lyon.  Well,  I  do  not  fix  the  period,  but  we  will  say  in  the 
six  years.  I  will  state  to  the  committee  that  the  reason  for  that 
question  is  that  the  president  of  the  Louisville  &  Nashville  Railroad 
has  stated  in  evidence  that  the  coal  in  the  Appalachian  field's  natural 
direction  is  to  the  southeast  and  not  over  the  Louisville  &  Nashville 
Railroad  to  the  northwest,  and  I  understood  there  was  an  under- 
standing. 

Senator  Clinton.  You  are  giving  approximately  his  language? 

Mr.  Lyon.  That  is  the  exact  language. 

Mr.  Thom.  That  does  not  seem  to  furnish  a  direct  foundation  for 
the  fact  there  is  any  such  correspondence. 

The  Chairman.  As  I  recollect  it,  Mr.  Dulaney  made  a  statement 
that  the  Louisville  &  Nashville  Railroad  had  a  contract  that  its 
haulings  of  coal  would  be  to  the  west.    I  think  that  is  on  file. 

Mr.  Lyon.  To  the  northwest? 

The  Chairman.  Yes. 

Mr.  Lyon.  That  has  nothing  to  do  with  the  general  proposition  I 
am  now  addressing  myself  to;  that  is,  in  relation  to  the  movement 
of  coal,  as  I  understood,  from  the  Black  Mountain  field.  The  inter- 
pretation of  that  contract  was  that  there  should  be  10  cents  additional, 
J  think,  as  to  coal  moving  from  the  Black  Mountain  which  was  pur- 
chased, I  believe,  by  the  Southern  Railway  finally. 

Mr.  Harrison.  Will  you  excuse  me  one  minute? 

Mr.  Lyon.  Certainly. 

Mr.  Harrison.  Mr.  Chairman,  in  my  testimony  yesterday,  in  ref- 
erence to  the  distance  from  the  Appalachian  field,  I  gave  it  as  469 
miles,  on  the  basis  of  a  memorandum  which  had  been  furnished  me. 
I  had  not  verified  it.  Overnight  we  have  verified  the  mileage  and 
I  find  that  the  actual  mileage  between  the  station  of  Appalachia 
or  yard  of  Appalachia  and  Charleston  is  478  miles;  and  in  estimat- 
ing and  in  dealing  with  that  question  the  traffic  officers  have  added 
13  miles  for  what  they  call  a  gathering  distance,  making  a  total 
of  491  miles.    My  figure  of  469  miles  should  be  corrected  to  478  miles. 

Senator  Chilton.  That  would  make  an  average  distance — what 
was  it  you  said,  a  "  gathering  " 

Mr.  Harrison.  That  is,  bringing  it  into  the  Appalachia  yard. 

Senator  Chilton.  You  take  a  zone  or  field? 

Mr.  Harrison.  Yes. 

Mr.  Lyon.  Mr.  Harrison,  I  understand  you  had  felt  not  qualified 
to  express  any  opinion  upon  the  reasonableness  or  the  justice  of  the 
rates,  specifically? 

Mr.  Harrison.  I  do  not,  most  certainly. 

Mr.  Lyon.  And  you  are  not  acquainted  with  the  relationship  of 
rates  from  these  several  fields:  Appalachia  compared  to  the  Jellico 
or  the  other  coal  fields  to  different  destinations? 

Mr.  Harrison.  In  my  relations  to  the  railroad  I  am  acquainted 
with  our  officers  responsible  for  traffic,  and  I  have  confidence  in  them. 

Mr.  Lyon.  I  understand,  but  you  do  not  feel  qualified  to  answer 
any  questions  on  that  subject? 

Mr.  Harrison.  No,  sir. 

Mr.  Lyon.  Would  you  know  whether  the  Southern  Railway  ha? 
attempted  to  make  any  rates  with  the  Louisville  &  Nashville  on  coal 
from  the  Appalachian  fields  via  the  Cumberland  Gap  gateway? 

Mr.  Harrison.  I  have  no  personal  knowledge  of  any  negotiations. 
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Mr.  Lyon.  You  have  not  attempted  to  make  any  ? 

Mr.  Harrison.  I  have  not. 

Mr.  Lyon.  Do  you  know  whether  any  attempt  has  been  made  by 
he  Southern  Railway  and  the  Norfolk  &  Western  Eailway  to  make 
ates  from  the  Appalachian  field  west  of  Norton  to  Norfolk  ? 

Mr.  Harrison.  I  understand  that  that  is  a  question  now  pending 
•efore  the  Interstate  Commerce  Commission. 

Mr.  Lyon.  That  is  not  the  question  I  asked.  I  will  grant  that  is  a 
act,  but  I  asked  whether  the  Southern  Railway  has  attempted  that 
Q  connection  with  the  Norfolk  &  Western  ? 

Mr.  Harrison.  I  have  no  knowledge  of  the  beginning  of  the  dis- 
ussion  of  that  question  which  is  now  oefore  the  Interstate  Commerce 
yommission,  whether  it  was  initiated  by  the  Southern,  whether  it 
j^as  initiated  by  the  coal  shippers,  or  whether  it  was  initiated  by 
he  Norfolk  &  Western. 

Mr.  Lyon.  I  have  tried  to  make  my  question  entirely  independent 
f  anything  before  the  Interstate  Commerce  Commission,  and  just 
•ertaining  to  the  voluntary  action  of  the  carriers.  My  question  is 
ddressed  to  whether  the  Southern  Railway  has  attempted  to  secure 
n  outlet  in  connection  with  the  Norfolk  &  Western  for  the  coal  in 
lie  Appalachian  region  to  tidewater? 

Mr.  Harrison.  I  have  not  sufficient  knowledge  to  answer  that 
uestion. 

Mr.  Thom.  Do  you  want  to  know  the  facts  or  merely  Mr.  Harrl- 
3ii's  knowledge? 

Mr.  Lyon.  Of  course,  I  am  after  the  facts. 

Mr.  Thom.  The  Southern  Railway  did  make  an  effort  to  secure  a 
)int  arrangement  with  the  Norfolk  &  Western  for  an  outlet  for  this 
3al  through  Norton.  It  was  done  by  personal  conference  between 
Tr.  Finley  and  Mr.  Johnson. 

Senator  Chilton.  Through  Norton? 

Mr.  Thom.  By  way  of  Norton  to  Norfolk. 

Mr.  Lyon.  My  purpose  in  asking  the  question  of  Mr.  Harrison,  if 
e  was  acquainted  with  the  subject,  was  to  find  what  were  the  bases 
f  the  negotiations.  I  heard  you  make  a  statement  several  days  ago 
lat  there  was  such  an  attempt,  or  a  letter  was  written. 

Mr.  Thom.  That  was  before  Mr.  Harrison  was  president  and 
rhile  he  was  out  in  Chicago. 

Mr.  Lyon.  I  thought  he  might  have  the  files  of  the  company  that 
'^ould  show  it,  or  that  he  had  personal  knowledge.  What  I  want  to 
et  at  is,  of  course,  when  two  railroads  come  together  whether  they 
rill  make  a  rate  depends  upon  the  one  or  the  other,  whether  it  is  a 
ona  fide  transaction  or  whether  it  is  not. 

Mr.  Thom.  While  Mr.  Finley  is  dead,  Mr.  Johnson  is  still  living 
nd  can  testify. 

Mr.  Harrison.  I  have  knowledge  that  Mr.  Finley's  action  was 
ona  fide,  and  can  testify  to  that. 

Mr.  Lyon.  We  have  had  so  much  eulogy  here  of  the  Southern 
Railway  and  all  of  the  directors  of  the  New  York,  New  Haven  & 
[artford  and  Southern  Railway  combined  that  I  think  it  is  unneces- 
iry  to  eulogize  Mr.  Finley. 

Mr.  Thom.  I  think  it  is  entirely  improper  on  the  part  of  counsel 
)  talk  about  the  directors  of  the  Southern  Railway  and  the  New 
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Haven  combined,  or  to  make  the  statement  he  does  make.    I  think  it 
is  utterly  unjustified  by  the  facts. 

Mr.  Lyon.  They  have  the  same  directors  to  some  extent. 

Mr.  Thom.  To  what  extent?  There  is  not  any  extent  to  which 
the  Southern  Eailway  and  the  New  Haven  have  the  same  directors. 

Senator  Chilton.  We  will  try.  Colonel,  when  the  committee  comes 
to  it,  to  separate  the  facts  from  things  that  are  not  facts. 

Mr.  Lyon.  What  I  really  want  to  know,  Mr.  Thom,  is  what  propo- 
sition was  made  by  the  Southern  Railway  to  the  Norfolk  &  Western 
as  to  division  of  rates? 

Mr.  Thom.  Mr.  Johnson  can  tell  you  that;  I  do  not  know. 

Mr.  Lyon.  Who  is  Mr.  Johnson. 

Mr.  EixEY.  He  is  president  of  the  Norfolk  &  Western. 

Mr.  Thom.  Mr.  Green  is  going  to  testify  about  that. 

The  Chairman.  I^et  the  cross-examination  be  confined,  so  far  as 
you  can,  to  what  was  brought  out  on  the  direct  examination,  and  so 
far  as  possible  to  what  Mr.  Harrison  knows. 

Mr.  Lyon.  I  was  trying  to  do  that.  Mr.  Thom  interrupted  and 
Mr.  Harrison  said  he  did  not  know,  and  I  was  going  to  direct 

The  Chairman.  We  will  get  along  more  rapidly  if  you  will  just 
confine  yourselves  to  my  suggestion. 

Mr.  Thom.  Mr.  Lyon  said  he  wanted  to  know  the  fact,  and  I  gave 
it  to  him. 

The  Chairman.  I  understand. 

Mr.  Lyon.  Mr.  Harrison,  are  you  acquainted  with  the  subject  oi 
the  rate  on  coal  for  naval  purposes  between  the  Appalachian  field 
and  Charleston? 

Mr.  Harrison.  I  am  not. 

Senator  Chilton.  I  just  want  to  ask  you,  Mr.  Lyon,  do  you  under- 
stand there  is  any  difference  in  rates  for  naval  purposes  or  any  other 
purpose;  could  there  be?  You  asked  it.  I  just  wanted  to  know  for 
my  own  information. 

Mr.  Lyon.  I  will  answer  it,  sir.  I  did  not  know  there  was  any  dif- 
ference until  this  correspondence  which  is  in  the  hands  of  the  com- 
mittee came  to  my  notice,  which  I  think  was  taken,  probably,  from 
the  files  either  of  the  Southern  Railway  or  the  Carolina,  ClinchfieldA 
Ohio,  which  shows  that  there  was  a  rate  for  naval  coal,  I  believe,  of 
$1.40,  and  that  when  a  contract  was  to  be  let  by  the  Government  for 
additional  coal,  by  correspondence  which  I  have  here  between  J.  J- 
Campion,  whom  I  believe  is  the  freight  agent  of  the  Carolina,  Clinch- 
field  &  Ohio,  and  Mr.  Lincoln  Green,  the  traffic  manager  of  the 
Southern,  that  there  was  an  understanding,  I  would  say,  that  the 
rate  should  be  changed — here  are  the  telegrams  and  the  letters — afld 
increasing  the  rate,  I  believe,  to  the  basis  of  the  local  rate,  $2.05,  while 
theretofore  it  had  been  $1.40,  and  some  of  the  tariffs  seem  to  quote  a 
rate  of  $1.80. 

Senator  Ciiilton.  I  did  not  ask  the  fact.  I  just  wondered  if  there 
was  a  difference  made. 

Mr.  Lyon.  I  think  this  correspondence  had  better  be  filed  in  this 
connection  to  show  what  has  occurred  between  these  carriers  on  the 
question  of  naval  coal. 

The  Chairman.  At  what  point? 

Mr.  Lyon.  At  Charleston. 
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The  Chairman.  Very  well. 
Mr.. Lyon.  Just  incorporate  it  in  the  record. 

(The  telegrams  and  letters  here  submitted  by  Mr.  Lyon  are  in 
ords  and  figures  as  follows:) 

[Telegram.] 

Washington  D.  C,  January  17,  IdlJf, 
J.  Campion, 
C,  C  d  O.,  Johnson  City,  Tetin. — 240  p.  m.: 

Reverting  to  a  recent  conversation  respecting  special  rates  on  coal  to  Charles- 
►n  and  Savannah,  at  which  time  you  undertook  to  develop  date  of  expiration 
P  existing  contracts  made  by  mines  on  your  road.  Am  now  advised  that  con- 
tact has  expired,  that  new  bids  are  called  for,  and  we  have  advised  our  Charles- 
m  people  that  it  is  not  safe  to  base  bid  on  basis  less  than  Charleston  proper 
ite  of  $2.05.  Please  state  your  purpose  in  matter.  Joint  New  York-Johnson 
ity. 

L.  Green. 


[Telegram.] 

Chattanooga,  Tenn.,  January  20,  1914- 
J.  Campion, 
C,  C.  dc  O.,  Johnson  City,  Tenn.: 

Am  perfectly  willing  that  existing  contract,  including  1,000  additional  tons 
•r  Government  use,  at  Charleston,  shall  be  completed,  but  as  I  stated  to  you, 
overnment  is  in  the  market  for  a  new  contract  and  we  have  advised  bidders 
lat  it  is  not  safe  to  calculate  on  less  than  Charleston  proper  rate,  and  I  would 
s:e  you  to  answer  my  question  in  that  connection  stating  whether  you  intend 
e  $1.40  rate  to  apply  on  contracts,  or  whether  you  will  advise  your  people 
at  rate  of  $2.05  will  be  applied.  Will  remain  Hotel  Patton  until  to-morrow 
gbt. 

(Signed)  L.  Green. 

8.06  p.  m. 

[Telegram.] 

January  20,  1914. 
Green, 
Patton  Hotel,  Chattanooga,  Tenn.: 

Clinchfield  Fuel  Co.  advises  that  under  their  existing  contract,  which  is  based 
>on  $1.40  gross  ton  to  Charleston,  Grovernment  has  privilege  of  shipping  1,000 
Lditional  tons.  Therefore  can  not  withdraw  this  rate  until  Government  has 
lercised  its  right  under  contract  or  waived  same. 

J.  J.  Campion. 

Frank  12988. 


[Telegram.] 

Johnson  City,  Tenn.,  January  23,  1914, 
Green, 
F.  T,  M,,  Southern  Railway,  Washington,  D.  C: 

Understand  Government  asking  for  bids  1,000  tons  coal  Charleston,  Lighthouse 
jrvice.  Our  operators  have  not  yet  bid.  In  tiew  of  competition  West  Vir- 
Dia  coals,  through  Baltimore  and  Hampton  Roads,  I  do  not  believe  we  can 
aintain  Charleston  local  rate.  As  rate  to  Hampton  Roads  for  Government  use 
25  cents  net  ton  less  than  local  rate,  suggest  we  make  rate  to  Charleston  25 
nts  net  ton  less  than  local  rate,  or  one  eighty  from  Virginia  mines.    Please 

Ivlse. 

J.  J.  Campion. 

W.  U.  D.  H.  F.  12988. 
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[Telegram.] 


Johnson  City,  Tenn.,  January  26, 19U. 
L.  Green, 

Care  J.  W.  Hunter,  Southern  Railway,  Mobile,  Ala.: 

We  will  publish  rate  one  eighty  ton  2,000  pounds  to  Charleston  and  one 
eighty-five  to  Savannah,  coal  our  mines  when  for  United  States  Governmait 
vessels  or  dredges.  As  previously  advised  there  are  1,000  tons  additional  ti 
move  on  old  contract  to  Charleston.    Will  advise  later  when  this  contract  1« 

completed. 

J.  J.  Campion. 

W.  U.  D.  H.  F.     Frank  12988.    3.40  p.  m. 
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[Telegram.] 

New  Orleans,  La.,  January  26,  IdHi. 
J.  J.  Campion, 

Johnson  City,  Tenn.:  |fy 

Your  wire  23d.     Will  adopt  your  suggestion  and  make  rates  on  coal  Virgiiili 
mines  to  Charleston,  and  likewise  to  Savannah,  25  cents  per  net  ton  less  than  ij^ 
local  rate  when  for  use  of  Government  vessels.    This  does  not  include  coal  for 
navy  yard,  Charleston.    Wire  confirmation,  care  Hunter,  Mobile. 


I 


L.  GBEE5. 

Files  7576  and  4562-A. 


At  New  York,  N.  Y.,  February  7,  ISlk^ 
Mr.  L.  Green, 

F.  T.  M.,  Southern  Railway,  Washington,  D.  C. 

Dear  Sir:  Referring  to  your  letter  of  January  27,  file  30691-A,  and  my  reply  |i 
of  February  4. 

I  have  just  received  advices  that  no  further  shipments  of  coal  will  be  madB 
to  Charleston  on  the  old  rate  of  $1.40  per  ton  of  2,240  pounds  for  use  of  United 
States  Government  vessels  or  dredges ;  therefore  we  are  now  in  position  to  pro- 
ceed with  the  publication  of  tariffs  from  mines  on  the  Clinchfield  Railway  to 
Charleston  and  Savannah. 

My  idea  is  that  we  will  publish  the  following  tariffs : 

(1)  Tariff  containing  rate  of  $1.40  per  ton  of  2,240  pounds  to  Charleston, 
applicable  to  coal  when  for  transshipment  beyond  Charleston  Harbor.  MinimuDi 
weight,  45  tons  of  2,240  pounds. 

This  tariff  will  cancel  our  present  tariff  containing  rate  of  $1.40  per  ton  of 
2,240  pounds  to  Charleston  when  for  coastwise  or  export  movement,  and  $150 
per  ton  of  2,240  pounds  when  for  bunker  purposes. 

(2)  Tariff  publishing  rate  of  $1.80  per  ton  of  2,000  pounds  to  Charleston 
applicable  to  shipments  for  use  by  United  States  Government  vessels  or  dredge& 
Minimum  weight,  40,000  pounds,  this  being  the  same  as  minimum  on  Charles- 
ton local. 

(3)  Tariff  publishing  rate  of  $1.55  per  ton  of  2,240  pounds  to  Savannah, 
applicable  to  coal  when  for  transshipment  beyond  Savannah  Harbor.  Minimuni 
weight,  45  tons  of  2,240  pounds. 

(4)  Tariff  publishing  rate  of  $1.85  per  ton  of  2,000  pounds  to  Savannah  ap- 
plicable to  coal  when  for  United  States  Government  vessels  or  dredges.  Mini- 
mum weight  40,000  pounds,  this  being  the  same  as  minimum  on  Savannah  local. 

I  think  it  best  to  keep  these  tnriffs  sepnrate  from  our  general  coal  tariflfs. 
Inasmuch  as  there  is  a  great  denl  of  detail  involved  in  the  preparation  of 
these  tariffs,  particularly  concerning  terminal  notes,  per  diem,  car-service  rules, 
etc.,  I  have  instructed  my  ofiice  to  get  in  communication  with  Mr.  Allen,  of  the 
Virginia  &  Southwestern  Railway,  so  that  they  may  be  fully  agreed  upon  the 
form  and  detail  of  tariffs  and  that  they  may  further  agree  upon  a  date  for 
publication. 

Yours,  very  truly,  , 

Yioe  President  and  7'raffic  Manager. 
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691  A. 

March  21,  1914. 

ite  adjustment:  Coal  to  Charleston  for  use  of  Government  dredges. 

r.  J.  J.  Campion, 

y.  P.  cmd  T.  M.t  G.y  C.  d  0.  Raihoay,  Johnson  City,  Tenn, 

Deab  Sir:  I  have  advice  that  the  Clinchfield  Coal  Corporation  secured  new 
atract  for  6,000  tons  of  coal  for  delivery  to  Government  dredges  at  Charles- 
:i.,  and  it  was  understood  that  this  contract  was  placed  on  basis  of  the  old 
te, 

■I  understood  from  your  wire  to  me  of  January  20  that  under  existing  con- 
i-ct  the  Government  had  privilege  of  shipping  1,000  additional  tons  and  that 
m  could  not  withdraw  the  rate  until  that  privilege  had  been  exercised  or 
Lived. 

Will  you  please  advise  if  my  information  as  to  the  placing  of  this  contract 
correct;  and  if  so,  when  you  expect  to  get  your  rate  to  Charleston  revised? 
Yours,  truly, 

(Signed)  L.  Green, 

Freight  Traffic  Manager. 


le  4562-A. 

March  26,  1914. 

i-te  adjustment:  Coal  from  mines  on  C,  C.  &  O.  Railway  to  Charleston,  S.  C, 
Cor  United  States  Government  vessels. 

C".  L.  Green, 

F.  T,  M.,  Southern  Railway^  Washington,  D.  G. 

13EAR  Sir  :  Your  letter  March  21,  file  30961-A. 

XTpon  inquiry  I  learn  that  coal  operators  on  our  line  have  sold  to  the  United 
^tes  Government  6,000  tons  of  coal  for  delivery  at  Charleston.  This  contract 
3^8  made  on  March  16,  1914,  and  sold  on  a  delivered  basis  at  Charleston,  the 
Einsportation  charges  being  figured  at  $1.80  per  ton  of  2,000  pounds.  I  inclose 
l)y  of  our  tariff  (I.  C.  C.  No.  422)  publishing  this  rate,  effective  March  28, 
^4,  and  canceling  I.  C.  C.  No.  323,  carrying  the  old  rate  of  $1.40  per  ton  of 
^40  pounds. 

I  find  that  from  date  of  contract  to  March  25  seven  cars  have  moved  billed 
the  old  rate,  and  it  is  necessary  to  apply  the  old  rate  until  March  28,  when 
e  new  rate  becomes  effective,  because  of  the  rulings  of  the  commission.    See  . 
•nference  ruling  No.  36,  of  February  4,  1908,  which  requires  the  filing  and 
^sting  of  tariff  on  Government  business  when  sold  on  a  delivered  basis. 
Yours,  very  truly, 

Campion, 
Vice  President  and  Traffic  Manager. 
C.  C.  Mr.  L.  S.  Evans. 
27th. 

Mr.  EixEY.  You  refer  to  the  special  rate  on  naval  coal.  Is  it  not 
le  fact  that  at  Norfolk  there  are  three  rates;  one  rate  on  trans- 
lipment  coal  going  beyond  the  Capes,  whether  it  is  naval  coal  or 
ly  Other  kind;  another  rate  on  coal  delivered  within  the  harbor, 
)th  of  which  rates  are  lower  than  the  rate  to  Norfolk  proper ;  and 
len  a  rate  to  Norfolk  proper?  That  is  the  situation  at  Norfolk,  is 
not? 

Mr.  Lyon.  I  am  not  qualified  to  say ;  I  do  not  know. 
Mr.  RixEY.  Do  vou  not  know  that  that  is  the  same  situation  at 
harleston? 

Mr.  Lyon.  I  said  I  did  not. 
Senator  Chilton.  Is  that  fact  in  the  record  ? 
Mr.  RixEY.  No,  sir ;  it  is  not.    We  will  have  to  put  that  in. 
Senator  Chilton.  You  mean  there  are  three  railroad  rates  to  one 
)int  ? 
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Mr.  RixE Y.  Yes,  sir ;  at  Norfolk  I  know  there  is.  At  Norfolk  they 
have  a  rate  for  coal  beyond  the  Capes;  that  is  transshipment  coal; 
that  goes  into  vessels  and  going  beyond  the  Capes.  Then  there  is  a 
rate  on  coal  for  vessels  in  the  harbor,  which  is  slightlv  higher  than  the 
transshipment  rate,  but  lower  than  the  rate  to  Norfolk  proper;  then 
there  is  the  rate  to  Norfolk  proper  on  commercial  coal  of  $1.50. 

Mr.  Lyon.  Per  net  ton. 

Mr.  RixBY.  The  others  being  per  gross  ton. 

Senator  Chilton.  How  do  they  get  by  the  Interstate  Commerce 
Commission  on  that  ? 

Mr.  EixEY.  That  matter  has  been  taken  up  with  the  Interstate 
Commerce  Commission  and  approved  by  the  commission.  The  matter 
was  submitted  to  the  commission  as  to  whether  they  could  publish 
the  rates. 

Senator  Chilton.  In  other  words,  it  is  probably  on  the  idea  that 
the  coal  beyond  the  Capes  is  lower  because  it  is  part  of  a  longer  haul! 

Mr.  EixEY.  To  make  a  proportionate  rate. 

The  Chairman.  Since  tnat  information  has  been  volunteered,  let 
me  ask  what  is  the  rate  for  coal  going  beyond  the  Capes? 

Mr.  RixEY.  At  Norfolk? 

The  Chairman.  Yes. 

Mr.  RixEY.  It  is  $1.40  per  gross  ton. 

The  Chairman.  What  is  it  within  the  harbor? 

Mr.  RixEY.  I  think,  sir — I  will  not  be  certain  on  this — it  is  $1.50 
per  gross  ton. 

The  Chairman.  What  is  it  to  Norfolk  proper? 

Mr.  RixEY.  It  is  $1.50  per  net  ton. 

Mr.  Lyon.  That  is  about  $1.68  per  gross  ton. 

The  Chairman.  $1.50  per  net  ton? 

Mr.  Eixey.  I  say  that  is  my  impression.  I  will  get  that  informa- 
tion and  verifv  it. 

Senator  Chilton.  You  see,  the  only  kind  we  know  anything  about 
is  beyond  the  Capes,  because  we  are  part  of  the  New  England  haul. 

Mr.  Lyon.  I  will  state.  Senator  Chilton,  that  I  had  an  idea  that 
the  Interstate  Commerce  Commission  had  held  there  could  not  be  a 
bunker  rate  different  from  the  local  rate. 

Mr.  Rixey.  It  is  not  a  bunker  rate.  That  is  true,  as  I  understand 
it,  not  only  at  Norfolk,  but  it  is  true  at  Philadelphia,  New  York,  and 
Baltimore. 

Mr.  Lyon.  From  my  general  information 

Senator  Chh.ton.  I  was  asking  purely  for  information. 

Mr.  Lyon.  I  was  not  attempting  at  all  to  evade  Mr.  Rixey's  ques- 
tion if  I  had  known  the  answer,  but  I  had  always  understood  that 
up  until  recent  years  there  were  three  rates,  practically,  to  the  Great 
Lakes  and  to  the  seaboard — one  a  local  rate,  and,  second,  a  bunker 
rate  on  coal  going  into  bunkers  of  vessels  for  their  own  use.  The 
third  was  separate,  which  was  on  coal  going  beyond  the  capes  not 
for  the  use  of  the  vessel  in  which  it  was  delivered,  and  I  had  under- 
stood, and  my  general  impression  was,  that  that  had  been  held  to 
be  unjust  discrimination  to  give  a  lower  bunker  rate  than  local  rate, 
but  I  was  not  positive  about  it,  and  I  am  surprised  to  hear  the  state- 
ment this  morning. 
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Mr.  RixEY.  I  only  know  the  fact  that  it  was  submitted  to  the 
lommission,  and  they  approved  the  tariff  and  said  the  rates  might 
)e  published. 

Mr.  Lyon.  I  did  not  know  that. 

The  Chairman.  That  correspondence  you  were  speaking  of  is  the 
^rrespondence,  I  suppose,  that  was  referred  to  by  Mr.  Dulaney. 

Mr.  Lyon.  Yes,  sir.  I  think,  possibly,  he  may  have  referred  to  this 
:>rrespondence.    I  had  really  forgotten  it  myself. 

The  Chairman.  He  said,  on  page  123  of  the  printed  record,  speak- 
ig  now  of  the  rates  to  Charleston  [reading]  : 

Mr.  Dulaney.  In  a  general  way  I  am  acquainted  with  this  fact.  The  rates 
ere  first  to  apply — the  $1.40 — to  the  naval  station,  or  some  part  of  the  Navy. 
Libsequently  it  developed  that  the  Southern  Railway  made  a  demand  upon 
i.e  C,  C.  &  O.  to  raise  that  rate,  about  the  time  some  contract  was  to  be 
I  Ten,  and  it  was  accordingly  raised  to  $1.80.  Now,  $1.80  will  protect  the 
^rwind  interest,  if  you  will  figure  it  out. 

The  Chairman.  Then,  you  mean  to  say  that  the  rate  of  $1.40  is  purely  a 
aper  rate,  and  when  it  was  undertaken  to  be  used  the  rate  was  raised  to 
L.80? 

Is  that  the  correspondence  that  you  have  there  ? 

Mr.  Lyon.  This  refers  to  that  matter,  and  it  has  two  bearings :  One 
5  the  fact  of  the  rate  being  increased,  and  the  second  is  that  the  way 
riese  matters  are  brought  about  is  by  the  correspondence  between 
be  traffic  officials  of  the  Southern  Railway  and  the  traffic  officials  of 
he  C,  C.  &  O.  Railway,  which  are  serving  separate  mines  as  to  the 
lethod  of  making  rates. 

The  Chairman.  I  think  you  might  ask  Mr.  Harrison  any  questions 
l3out  it. 

Mr.  Thom.  In  that  connection,  Mr.  Chairman  and  gentlemen,  I 
all  attention  to  the  fact  that  that  was  a  haul  in  which  both  the 
Jouthern  and  the  C,  C.  &  O.  participated.  The  C,  C.  &  O.  could 
lot  make  a  rate  to  Charleston  except  in  conjunction  with  some  other 
ailroad,  and  the  railroad  they  did  make  it  with  was  the  Southern, 
o  take  it  from  Spartanburg.  Of  course,  where  it  is  a  joint  rate,  it 
Las  to  be  agreed  on. 

Mr.  Lyon.  Then  this  rate  was  not  via  the  Southern  rails? 

Mr.  Thom.  Virginia  &  Southwestern  and  the  Southern. 

Mr.  Lyon.  I  do  not  know  about  that.  I  am  talking  about  this 
orrespondence. 

The  Chairman.  That  has  been  filed.  Ask  Mr.  Harrison  what  you 
[ecide  to  do  about  it. 

Mr.  Lyon.  Mr.  Harrison,  you  spoke  about  the  profitableness  of 
he  Virginia  &  Southwestern  Railway,  and  it  being  able  to  pay  its 
ixed  charges  and  10  per  cent  upon  its  stock.  How  long  has  it  paid 
0  per  cent  upon  its  stock  ? 

Mr.  Harrison.  For  one  year. 

Mr.  Lyon.  Has  that  been  brought  about  by  the  division  of  the 
ates  between  the  Virginia  &  Southern  Railway  and  the  Southern 
lailway,  or  is  it  just  the  natural  profitableness  of  the  traffic? 

Mr.  Harrison.  I  am  unable  to  testify  about  the  division  of  the  rate. 

am  testifying  merely  to  the  fact  of  the  results  of  the  operation  of 
hat  property. 

Mr.  Lyon.  The  reports  show  that  after  paying  the  operating  ex- 
)enses  they  had  sufficient  money  to  pay  all  the  fixed  charges  and  10 
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per  cent  upon  the  stock,  and  you  do  not  know  whether  the  division 
allowed  on  the  Virpnia  &  Southwestern  Railway  are  the  usual  (Vi- 
sions allowed  a  railway  under  such  circumstances,  or  whether  they 
were  unreasonably  high  or  different  from  what  they  might  be  if  there 
was  independent  ownership  ? 

Mr.  Harrison.  I  am  unable  to  testify. 

ilr.  Lyon.  And,  of  course,  it  might  be  brought  about  by  such  an 
arrangement  of  divisions? 

Mr.  Harrison.  It  might  and  might  not. 

Mr.  Lyon.  It  is  either  that  or  it  is  very  profitable  business,  the 
handling  of  coal.  Are  you  prepared  to  testify  that  the  handling  of 
coal  from  the  junction  with  the  Virginia  &  Southwestern  RaOway  to 
their  final  destinations  of  this  coal  would  be  as  profitable  as  it  ap- 
pears it  is  on  the  Virginia  &  Southwestern  ? 

Mr.  Harrison.  I  do  not  believe  that  it  is,  because  the  Virginia  & 
Southwestern  has  had  the  money  spent  upon  it  to  make  it  a  coal  rail- 
road to  the  extent  of  its  rails,  and  it  is  more  profitable  to  handle  coal 
on  the  Virginia  &  Southwestern  than  it  is  on  the  Southern  Railway 
after  it  leaves  the  Virginia  &  Southwestern. 

Mr.  Lyon.  Well,  what  is  that  difference  in  the  efficiency  of  the 
two  lines  for  handling  a  commodity  of  that  kind,  and  how  does  that 
affect  the  question  of  the  division  of  rates  between  a  road  of  which 
you  own  all  the  stock  and  the  Southern  Railway? 

Mr.  Harrison.  I  am  unable  to  testify  as  to  tne  basis  on  which  the 
rate  is  divided;  how  that  is  determined  is  not  within  my  personal 
knowledge. 

Mr.  LroN.  But  in  your  best  belief  the*  Virginia  &  Southwestern 
Railway  is  profitable,  and  it  is  profitable  owing  to  the  fact  that  it  has 
been  put  in  condition  to  handle  coal? 

Mr.  Harrison.  I  know  that  the  volume  of  coal  has  increased,  that 
the  traffic  in  it  has  increased,  that  the  management  has  accomplished 
economy  of  operation,  and  that  the  railroad  produces  an  income  suffi- 
cient to  justify  a  dividend  of  10  per  cent. 

Mr.  Lyon.  Do  you  think  that  would  result  on  the  Southern  Rail- 
way if  the  same  efficiency  and  improvements  were  made  there  for 
the  handling  of  coal  ? 

Mr.  Harrison.  If  the  volume  of  coal  was  sufficient  and  the  amount 
of  capital  was  spent  to  revise  the  line  and  improve  the  grades  I 
believe  it  would.  You  do  not  want  me  to  testify  of  my  belief  in 
the  efficiency  of  the  Southern  Railway  management,  but  I  venture 
to  sav  that  the  efficiencv  of  the  management  of  the  Southern  Railwav 
could  produce  the  same  results,  because  exactly  the  same  officers 
have  the  responsibility  as  on  the  Virginia  &  Southwestern. 

^Ir.  LroN.  It  is  simply  a  different  method  of  improving  the  prop- 
ertv  that  has  led  to  the  difference 

Mr.  Rixey.  He  said  the  volume  of  tonnage  and  same  improve- 
ments or  sufficient  volume  of  tonnage. 

Mr.  Lyon.  Do  vou  know  the  divisions  that  the  Southern  Railway 
receives  on  coal  off  the  lines  of  the  Norfolk  &  Western,  Chesapeake  & 
Ohio,  and  Virginian,  that  drops  down  into  this  southeastern  terri- 
tory ? 

Mr.  Harrison.  I  do  not. 
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IMr.  Lyon.  Do  you  know  how  those  divisions  compare  with  the 
^isions  allowed  the  Southern  Railway  from  the  junction  of  the 
irginia  &  Southwestern? 

Mr.  Harrison.  I  do  not. 

Mr.  Lyon.  You  do  not  know  whether  they  are  greater  or  less? 

Mr.  Harrison.  I  do  not.  I  am  not  prepared,  Mr.  Lyon,  to  testify 
►  the  technicalities  of  the  rate  making  of  the  Southern  Railway. 

Mr.  Lyon.  It  might  be  that  the  divisions  allowed  the  Southern 
»ilway  in  connection  with  the  Norfolk  &  Western,  Chesapeake  & 
liio,  and  the  Virginian  Railway  on  coal  from  the  West  Virginia 
^Ids  destined  to  southeastern  destinations  in  the  Carolinas  are  much 
!:*eater  than  the  divisions  allowed  the  Southern  Railway  on  coal 
assing  from  the  southwest  Virginia  mines  over  the  Virginia  & 
outhwestern,  through  the  Morristown  gateway,  which  would  be 

ore  profitable  for  the  Southern  to  handle  to  the  West  Virginia 
>als  than  to  handle  the  coal  from  off  its  own  rails? 

Mr.  Harrison.  My  answer  is  that  it  might  and  might  not.  I  do  not 
Dow  what  the  divisions  are. 

Mr.  RixEY.  Do  you  not  know,  Mr.  Lyon,  that  they  do  not  publish 
av  rates  to  the  southeast  from  West  Virgina  ? 

Mr.  Lyon.  I  have  been  asked  so  many  questions  to  testify  about 

The  Chairman.  Go  ahead. 

Mr.  RixEY.  I  do  not  want  to  interrupt  you  while  asking  questions, 
ut  you  base  your  questions  on  an  erroneous  assumption. 

Im'.  Lyon.  Mr.  Harrison,  I  wanted  you  to  explain,  if  you  would, 
'hat  you  meant  by  this  $1.72  cost  of  coal  from  that  Imboden  mine, 
think  it  is,  compared  with  ^1.39,  which  I  really  did  not  understand. 

Mr.  Harrison.  The  Imboden  seam. 

Mr.  Lyon.  Compared  with  $1.39,  as  I  understand,  from  the  Middle- 
)ro  fields.  What  I  really  wanted  to  know  is  at  what  point  that 
rice  is  fixed,  and  how  you  arrived  at  it. 

Mr.  Harrison.  In  making  those  figures  the  calculation  was  as  fol- 
vvs:  The  cost  of  coal  from  the  Appalachian  mines,  delivered  at 
lorristown,  was  figured  as  against  steam  coal  from  the  Tennessee 
ines  delivered  at  the  same  or  common  point.  Taking  the  present 
>st  of  the  Appalachian  coal  of  $1  per  ton,  f .  o.  b.  mines,  the  aver- 
se portion  of  freight  paid  to  Virginia  &  Southwestern  Railway  from 
ppalachia  to  Bulls  Gap  is  68  cents,  Southern,  4  cents,  makes  the 
►tal  cost  of  Appalachian  coal  delivered  at  Morristown  $1.72.  Cost 
F  coal  from  mines  in  the  Tennessee  district,  and  particularly  Middle- 
>ro,  as  the  greater  portion  of  the  .coal  moved  from  the  Middle- 
)ro  district  at  $1  per  ton,  the  present  price,  the  Southern  Railway 
3iuls  from  Middleboro  to  Morristown,  an  average  of  116  miles, 
mills  per  ton  per  mile,  35  cents,  making  total  cost  of  the  Tennessee 
>al  at  Morristown  $1.35,  or  a  difference  in  cost  against  the  Appa- 
chian  coal  of  37  cents  per  ton. 

Mr.  Lyon.  Then  you  figure  the  cost  of  moving  the  coal  from  Mid- 
leboro  via  the  Cumberland  Gap  and  Knoxville  up  to  Morristown  at 
5  cents  per  ton  and  the  cost — 116  miles,  I  believe — of  moving  the  Vir- 
inia  &  Southwestern  coal — do  you  know  what  that  distance  is, 
sactly? 

Mr.  Harrison.  I  think  it  is  about  115  miles. 
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Mr.  Green.  The  average  distance  via  the  Virginia  &  Southwestern 
Railway  from  the  Virginia  fields  to  Morristown  is  111  miles. 

Mr.  Lyon.  Then,  for  about  a  100-mile  haul  from  the  Virginia  4 
Southwestern  mines  you  figure  a  cost  of  72  cents  to  the  Carolinas 
and  35  cents  for  110  miles  from  Middleboro,  and  that  is  the  way  you 
arrive  at  those  figures  ? 

Mr.  Harrison.  The  difference  is  one  of  freight  rate  and  the  other 
is  a  technical  allowance  in  estimating  the  cost  of  moving  the  com- 
pany freight  on  its  own  rails. 

Mr.  Thom.  Mr.  Lyon,  you  have  an  erroneous  view  as  set  forth  in 
your  question.  You  are  under  the  impression,  from  your  question, 
that  the  Virginia  &  Southwestern  moves  all  the  distance  up  to  Mor- 
ristown. 

Mr.  Lyon.  No  ;  moves  up  to  Bull's  Gap. 

Mr.  Thom.  You  said  Morristown.  The  Virginia  &  Southwestern 
moves  up  to  Bull's  Gap  and  the  Southern  b€yond  that. 

Mr.  Lyon.  I  was  simply  getting  the  distance  for  the  purpose  of 
my  question. 

Mr.  Thom.  I  know  that.  I  simply  wanted  to  get  the  record 
straight. 

Mr.  Lyon.  What  I  was  asking  is  why  the  Southern  Eailway  is 
willing  to  pay  $1.72  for  the  Imboden  coal  as  against  $1.35  for  the 
Middleboro  coal,  delivered  at  the  same  point,  to  wit,  Morristown.  Is 
that  brought  about  by  the  fact  of  a  different  allowance  to  carriers 
for  the  cost  of  transportation  or  the  cost  of  movement? 

Mr.  Harrison.  Would  it  be  proper  for  me  to  complete  the  state- 
ment in  regard  to  that  coal  ?  • 

Mr.  Lyon.  Yes,  sir. 

Mr.  Harrison.  I  have  answered  your  question  so  far,  but  this  is 
supplementary. 

It  has  been  shown  by  actual  engine  test  on  the  Richmond  and  other 
divisions  of  the  Southern  Railway  that  the  Appalachian  coal  has  a 
20  per  cent  greater  efficiency  than  the  Tennessee  coal.     In  other 
words,  80  tons  of  Appalachian  coal  will  perform  a  service  that  it 
requires  100  tons  of  Middleboro  coal  to  secure,  without  taking  into 
consideration  the  additional  cost  involved  in  handling  the  20  tons  of 
Tennessee  coal  over  and  above  the  Appalachian  coal  required  to 
perform  a  like  service,  the  saving  in  grate  bars,  flues,  engine  failures, 
time  of  crews,  etc.,  it  seems  sufficient  to  show  that  80  tons  of  Ap- 
palachian coal  delivered  at  Morristown  at  $1.72  per  ton  shows  a  cost 
of  $137.60.    One  hundred  tons  of  Tennessee  coal  delivered  at  Morris- 
town cost  $135,  making  a  difference  of  $2.60  against  the  Appalachian 
coal  delivered  at  Morristown.     The  cost  to  Southern  Railway  of 
hauling  20  tons  of  additional  coal  from  Morristown  to   Spencer, 
which  is  the  nearest  point,  at  which  any  of  this  coal  is  used,  a  dis- 
tance of  231  miles,  at  3  mills  per  ton  per  mile  amounts  to  $13.68, 
which  gives  a  margin  of  $11.26  in  favor  of  the  Appalachian  coal;  or, 
in  other  words,  a  difference  in  favor  of  the  Appalachian  coal  of 
nearly  14  cents  per  ton,  figuring  on  80  tons.    On  the  cost  of  haul  to 
the  Southern  Railway  on  20  tons  of  coal  from  Morristown  to  Dan- 
ville, at  which  point  a  greated  proportion  of  the  coal  moves,  a  dis- 
tance of  326  miles,  at  3  mills  per  ton  per  mile,  amounts  to  $19.56. 
The  basis  on  which  the  above  figures  are  made,  that  is  for  the  Ap- 
palachian coal,  shows  20  per  cent  greater  deficiency  than  the  Ten- 
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nessee  coal,  is  confirmed  by  the  following  report  from  the  master 
mechanic  of  the  Richmond  division,  which  is  as  follows: 

We  commenced  using  the  V.  &  S.  W.  coal  during  the  month  of  April,  1911, 

-  with  the  result  that  we  have  made  a  reduction  in  pounds  consumed  per  100 
ton  miles  from  97.2  to  85.8.  On  basis  of  pounds  per  locomotive-mile  freight  a 
reduction  from  199.9  to  158.5,  passenger  from  109.3  to  88.5.  I  also  find  that  we 
are  making  a  saving  in  repairs  to  grates  and  ash  pans,  which  will  run  approx- 

■'  Imately  $100  per  month.     With  the  Tennessee  coal  we  were  having  a  greac 

-  deal  of  trouble,  while  with  the  Appalachian  coal  we  are  having  no  trouble  at 
all.    Engines  steaming  very  well  indeed. 

Master  mechanic  of  the  Norfolk  division  reports  as  follows : 

^here  has  been  a  decided  reduction  in  the  cost  of  maintenance  of  equipment, 
especially  in  the  maintenance  of  ash  pans  and  flues.  In  using  Tennessee  coal 
it  is  impossible  to  take  coal  enough  at  South  Tunis  to  come  to  Pinners  Point 
and  return  to  South  Tunis ;  with  V.  &  S.  W.  coal  we  have  no  trouble  in  making 
T  the  round  trip.  With  Tennessee  coal  the  average  time  consumed  between 
Pinners  Point  and  Selma  was  13  hours;  with  Appalachian  coal  the  average 
was  a  little  over  nine  hours. 

Mr.  Lyon.  That  statement  which  you  have  just  made  with  refer- 
^   ence  to  the  Appalachian  field,  that  applies  as  well  to  the  Black  Moun- 
tain as  to  this  particular  Imboden  mine? 
[:      Mr.  Harbison.  It  does  not,  Mr.  Lyon. 

Mr.  LtON.  It  does  not? 
If       Mr.  Harrison.  No;  not  to  all  the  Black  Mountain  coal.     I  have 
J  specified  that  this  was  the  Imboden  seam;  and  while  I  am  not  cer- 
tain of  the  geology,  my  understanding  is  that  the  Imboden  seam,  if 
.   it  exists  in  the  Black  Mountain  field,  is  not  mined  there;  that  that 
mine  is  what  is  called  "  No.  5." 

Mr.  Lyon.  Have  you  any  report  on  the  coal  from  the  Black  Moun- 

.    tain  field  similar  to  this?    I  do  not  want  to  delay  these  proceedings 

with  it;  but  I  mean,  is  it  implied  by  this  that  this  particular  Im- 

.:   boden  coal  is  superior  to  all  these  other  coals  in  the  Appalachian 

,        Mr.  Harrison.  It  is  the  coal  with  which  we  have  been  experiment- 

:  ^S  particularly. 

J       Mr.  Thom.  I  will  have  them  put  in  evidence,  Mr.  Lyon. 

;       Senator  Chilton.  Has  anybody  an  analysis  of  the  Imboden  vein, 

-,  or  is  that  analysis  already  in  the  record  ? 

^       Mr.  Harrison.  It  was  stated  yesterday;  it  is  not  in  the  record. 

^       Senator  Chilton.  I  would  like  to  compare  that  analysis  with  that 

",  of  other  coal. 

J       Mr.  Lyon.  That  is  No.  1  in  the  Black  Mountain,  did  you  state  ? 

Mr.  Harrison.  No.  5. 
^.       Mr.  Lyon.  No.  5  is  the  one  they  are  working  on  ? 
^       Mr.  Harrison.  No.  5  is  the  one  which  we  have  used  for  fuel 

purposes. 
I       Mr.  Lyon.  That  coal,  just  to  point  to  this  mapj  [indicating  map  on 

wall],  is  produced  in  about  this  neighborhood,  in  this  line  going  to 

Appalachia,  to  Black  Mountain,  is  it  not  ? 
Senator  Chilton.  You  refer  to  the  Imboden  seam  ? 
Mr.  Harrison.  The  Imboden  seam,  as  I  understand.    Toms  Creek 

is  in  the  Imboden  seam,  and  the  Stonega  operations  are  in  the 

Imboden  seam,  and  also  the  Keokee  operations  are  in  the  Imboden 

seam. 
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Mr.  Lyon.  Toms  Creek  starts  here  and  the  Stonega  in  here,  and 
I  understand  the  Iniboden  mine  is  somewhere  down  here  between 
Appalachia  and  the  Black  Mountain,  and  I  think  that  is  the  Ten- 
nessee coal  to  which  you  refer  in  here  at  Middleboro,  in  the  neighbor- 
hood of  Cumberland  Gap,  or  is  it  the  coal  from  Coal  Creek,  or  are 
you  informed? 

Mr.  Harrison.  I  am  testifying  about  Middleboro  coal. 

Senator  Chilton.  Coal  lies  in  seams,  and  everybody  knows  what 
No.  1,  No.  2,  or  No.  3  seam  is  and  the  Freeport,  New  River,  and 
Kanawha  seams  are.  Why  should  we  guess?  It  is  not  localities;  it 
is  geological  formation.  Can  you  not  simply  tell  us  whether  the 
Imboden  seam  is  the  same  as  what  is  called  No.  5?  In  my  coimtry 
nobody  has  any  trouble  about  telling  that,  and  I  do  not  think  we 
ought  to  have  to  guess  on  that. 

Mr.  Lyon.  This  witness  has  said  he  does  not  know,  and  there  is 
nothing  I  can  do  except  to  delay  until  some  other  witness  is  called. 
I  do  not  know.  Our  impression  is  that  it  is  No.  1  seam,  but  I  per- 
sonally am  not  informed  on  it. 

Mr.  Harrison.  That  is  my  understanding,  too. 

Senator  Clinton.  I  just  thought  we  ougnt  to  get  at  it  exactly. 

Mr.  Lyon.  We  will  put  somebody  on  the  sand  to  clear  that  up. 

Mr.  Harrison.  I  testified  that  my  understanding  was  the  Imboden 
seam,  whatever  it  is,  was  not  mined  in  the  Black  Mountain  region. 

Mr.  Lyon.  How  do  your  shipments  of  coal  from  the  Middldboro 
field  compare  with  your  shipments  of  coal  from  the  Appalachian 
field  for  fuel  purposes? 

Mr.  Harrison.  In  volume? 

Mr.  Lyon.  Is  it  greater  or  less?     I  do  not  care  for  the  exact  figures. 

Mr.  Harrison.  I  will  have  to  verify  the  facts. 

Mr.  Lyon.  If  we  can  get  that  later,  we  can  put  it  in.  I  do  not 
want  to  delay  the  proceedings. 

Mr.  Harrison.  I  find  that  I  have  the  comparative  analyses  of  those 
two  coals,  if  you  would  like  to  see  them. 

Mr.  Lyon.  We  have  no  objection  to  having  it  put  in  the  record, 
so  far  as  I  am  concerned. 

Mr.  Hakrison.  I  do  not  vouch  for  it;  I  just  simply  found  it  among 
my  papers. 

Mr.  Lyon.  I  suggest,  Mr.  Chairman,  this  be  made  a  part  of  the 
record,  in  connection  with  Mr.  Harrison's  testimony. 

The  Chairman.  Very  well. 

[Copy,  Exhibit  K.] 
Caul  anal!/,sc8  summary. 
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Mr.  Lyon.  You  do  buy  considerable  coal  at  Middleboro  ? 
Mr.  Harrison.  Oh,  yes,  we  do. 
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Mr.  Lyon.  Does  it  run  up  to  the  hundreds  of  thousands  of  tons  a 
year? 

Mr.  Harrison.  I  do  not  like  to  testify  about  figures  without  being 
positive  about  it,  and  I  do  not  carry  them  in  my  mind.  It  is  very  con- 
siderable. 

Mr.  Lyon.  And  that  coal  that  you  move  from  the  Appalachia  dis- 
trict you  testify  is  about  20  per  cent  more  efficient  for  fuel  purposes? 

Mr.  Harrison.  That  is  our  report. 

Mr.  Lyon.  Does  it  pay  the  Southern  Eailway  to  move  that  coal 
from  the  Middleboro  district  for  fuel  purposes,  I  will  say,  to  the 
southeast  or  through  the  Kjioxville  gateway,  when  it  has  available  to 
it  this  Appalachia  coal  within  a  distance  of  30  or  40  miles  from 
Cumberland  Gap  up  over  the  Louisville  &  Nashville  rails — does  it 
pay  as  a  business  proposition  to  the  Southern,  or  do  you  know  ? 

Mr.  Harrison.  It  pays  as  a  business  proposition  to  the  Southern 
Railway. 

Mr.  Lyon.  Would  it  be  to  the  interests  of  the  Southern  Eailway 
to  have  a  reasonable  rate  established  for  fuel  coal  from  the  Appa- 
lachian field  via  the  Louisville  &  Nashville  through  Cumberland 
Gap,  so  that  it  could  secure  this  efficient  coal  for  use  in  its  locomo- 
tives south  of  Cumberland  Grap  ? 

Mr.  Harrison.  I  do  not  think  that  it  would  pay  to  ignore  tlie  in- 
terests of  the  coal  miners  in  the  Middleboro  district. 

Mr.  Lyon.  To  consumers  other  than  the  Southern  Eailway  it  would 
be  to  some  advantage  to  be  able  to  buy  Appalachia  coal  and  ship  it 
through  the  Cumberland  Gap  Railway  and  use  it  at  points  south  of 
Cumberland  Gap,  it  being  so  much  more  efficient  coal. 

Mr.  Harrison.  That  is  a  matter  of  argument. 

Mr.  Lyon.  Yes.  Just  one  or  two  other  questions :  Does  the  South- 
ern Eailway  keep  any  cost  figures  of  movement  of  traffic  ? 

Mr.  Harrison.  You  mean  the  cost  of  moving  a  ton  of  freight  and 
cost  of  moving  a  passenger  a  mile? 

Mr.  Lyon.  Y  es ;  or  a  car. 

Mr.  Harrison.  Yes. 

Mr.  Lyon.  It  has  figures  of  that  kind  ? 

Mr.  Harrison.  We  are  experimenting  all  the  time  with  figures  of 
that  kind. 

Mr.  Lyon.  Have  you  any  figures  to  show  the  cost  of  moving  coal 
over  the  Virginia  &  Southwestern  Eailway  per  ton? 

Mr.  Harrison.  I  have  not  them  with  me. 

Mr.  Lyon.  I  mean,  have  you  them  available  in  your  files  ? 

Mr.  Harrison.  I  have  no  doubt  they  are  available. 

Mr.  Lyon.  And  the  Southern  Eailway  has  those  figures  over  its 
system  ? 

Mr.  Harrison.  Yes. 

Mr.  Lyon.  And  those  can  be  secured  fot*  the  use  of  the  committee 
if  desired? 

Mr.  Harrison.  Such  as  they  are.    They  are  experimental  figures. 

Mr.  Lyon.  When  you  say  that  the  Southern  Eailway  is  not  a 
coal-carrying  road,  of  course,  that  is  taking  the  whole  system  as  a 
unit.  You  do  not  mean  that  there  are  not  certain  divisions  of  the 
Southern  Railway  that  are  as  much  coal-carrying  roads  as  other 
railroads  which  have  been  referred  to  here? 
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Mr.  Harrison.  The  Virginia  &  Southwestern  I  would  call  a  coal- 
carrying  road. 

Mr.  Lyon.  The  characteristics  of  a  coal-carrying  road,  just  as  the 
Norfolk  &  Western  and  C.  &  O.  or  the  Southern  Railway  ? 

Mr.  Harrison.  Yes. 

Mr.  Lyon.  Did  I  understand  you  correctly  when  you  said  that 
during  Mr.  Finley's  administration  that  the  Southern  Railway  had 
earned  sufficient  to  pay  its  operating  expenses,  all  of  its  fixed  charges, 
some  dividends  upon  its  preierred  stock,  to  wipe  off  $12,000,000  profit 
and  loss,  and  to  put  $31,000,000  into  the  property  of  the  company? 
Is  that  correct  ? 

Mr.  Harrison.  That  was  the  general  statement. 

Mr.  Lyon.  Do  you  know  what  that  amounted  to  as  a  return  upon 
the  Southern  Railway  property  ?  Have  you  had  occasion  to  figure  it 
if  it  had  all  been  applied  to  distance  ? 

Mr.  Harrison.  Last  year,  1913,  using  the  stock  brokers'  measure 
of  value  of  a  railroad,  we  earned  3.33  per  cent  on  the  common  stock. 
Of  course  we  did  not  pay  it. 

Mr.  Lyon.  Was  1913  as  favorable  a  year  as  the  other  years  to 
which  you  have  referred  ? 

Mr.  Harrison.  I  think  that  was  probably  a  better  year  than  any 
previous  year. 

Mr.  Lyon.  You  paid  the  expenses  and  3.33  on  the  common  stock! 

Mr.  Harrison.  Yes ;  we  earned  3.33  on  the  common  stock,  but  we 
did  not  pay  it. 

Mr.  Lyon.  Mr.  Harrison,  do  you  know  when  the  common  stock  of 
the  Southern  Railway  was  issued  what  was  done  with  it — into  whose 
hands  it  went  and  what  it  was  issued  for  ? 

Mr.  Harrison.  It  was  issued  under  the  plan  of  reorganization.  A 
lar^e  part  of  it  went  in  exchange  for  the  old  securities  to  the  old 
bondholders.  The  holders  of  the  old  bonds  and  the  old  stocks  of  the 
company  before  the  Southern  Railway  was  organized,  under  the  plan 
of  reorganization  received  something  in  bonds,  something  in  pre- 
ferred stock,  and  something  in  common  stock,  different  amounts 
according  to  the  values  of  the  different  securities,  and  a  large  part 
of  the  Southern  Railwa}^  common  stock  was  issued  in  exchange  for 
those  securities.  A  smaller  part  was  sold  for  cash,  which  was 
applied 

Mr.  Lyon.  In  issuing  tliat  stock  to  take  up  these  other  securities, 
do  you  know  whether  the  amount  of  the  stock  had  any  relation  to  the 
supposed  value  of  the  property  at  that  time,  or  was  it  practically 
an  arbitrary  issue,  without  relation  to  the  value  of  the  property? 
In  other  words,  I  think  the  capitalization  of  the  Southern  Railway, 
as  I  have  the  figures  only  in  the  rough,  was  about  $262,000,000,  as  I 
understand  it,  at  the  time  of  the  organization,  1894.  Did  that  repre- 
sent real  value  at  that  time,  or  was  it  prospective? 

Mr.  Harrison.  It  is  a  question  of  opinion  as  to  what  is  real  value. 
The  securities  of  the  South^n  Railway  were  issued  under  the  plan 
of  reorganization,  to  make  the  reorganization  plan  go  through. 

Mr.  Lyon.  And  not  particularly  with  reference  to  whether  the 
property  which  was  bought  in,  as  you  said,  "  fit  for  museums  " — this 
property  that  was  gathered  in — was  really  worth  $264,000,000,  but 
was  simply  put  forward  in  order  to  accomplish  the  purpose  of  re- 
org-anization? 
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Mr.  Harrison.  Mr.  Lyon,  I  have  no  measure  of  comprehension  of 
what  you  mean  when  you  say  "  worth."  What  a  railroad  is  worth— 
my  own  personal  rule  for  measuring  what  a  railroad  is  worth — is 
what  income  it  can  produce ;  not  whether  there  is  any  physical  valua- 
tion or  any  valuation  of  its  franchise  or  anything  else. 

Mr.  Lyon.  At  that  time,  at  the  time  of  the  reorganization 

Mr.  Harrison.  If  I  may  complete  that  statement 

Mr.  Lyon.  Excuse  me. 

'Sir.  Harrison.  A  railroad  seems  to  me  very  much,  when  you  buy 
it,  like  what  Dr.  Johnson  said  when  he  acted  as  auctioneer  of  Mr. 
Thrale's  brewery :  "  It  is  not  a  mere  collection  of  tubs  and  vats  that 
I  offer  for  sale,  but  the  potentiality  of  growing  rich  beyond  the 
dreams  of  avarice."     [Laughter.] 

Mr.  Lyon.  It  seems  that  the  Southern  Eailway  is  heading  directly 
in  that  direction  under  your  management,  but  at  the  time 

Mr.  Harrison.  If  you  would  like  to  have  the  details  of  that 
$31,000,000  of 

Mr.  Lyon.  I  do  not  care  for  it.  I  have  no  objection  to  it  going 
in.     I  thought  you  gave  it  yesterday. 

Mr.  Harrison.  I  think  that,  as  it  does  not  appear  in  the  accounts 
as  stated  and  the  way  the  annual  reports  show  it,  it  is  fair  that  there 
should  be  an  explanation.  The  capital  expenditures,  running  Irom 
October  1,  1909,  to  February  28,  1914,  amount  to  $21,819,668.64;  that 
the  development  bonds  were  drawn  for  those  expenditures,  but  the 
money  came  out  of  income.  Charges  to  income,  June  30.  1907,  to 
June  30,  1913,  amount  to  $11,191,219.65.  Those  are  the  two  figures 
that  I  used  in  that  approximate  figure  of  $31,000,000. 

Mr.  Lyon.  You  said  that  the  value  of  a  railroad  was  based  on  its 
income  as  the  best  measure  of  its  value.  That  being  so,  in  1894, 
what  was  the  income  of  the  Southern  Eailway,  as  leorganized  ? 

Mr.  Harrison.  Its  revenues  were  about  $17,000,000  the  first  year. 

Mr.  Lyon.  Was  there  anything  over  and  above  the  cost  of  opera- 
tion and  the  fixed  charges? 

Mr.  Harr;son.  I  will  answer  that  question  from  the  annual  report. 
For  the  year  ended  June  30,  1895,  the  revenues  were  $17,148,791.69. 
The  operating  expenses  and  taxes  were  $12,062,854.26.  Net  earnings 
from  operation,  $5,051,937.43.  Income  from  other  sources,  $89,- 
667.62.  Gross  income,  $5,141,615.05.  Deducting  interest  and  rentals 
and  other  deductions  from  income  aggregating  $4,245,870.24  we  had 
a  balance  carried  for  the  year  to  the  credit  of  profit  and  loss  of 
$895,724.81t 

Mr.  Lyon.  That  $895,000  was  the  amount  you  had  to  pay  any  divi- 
dends out  of  ? 

Mr.  Harrison.  We  did  not  pay  any  dividends  for  a  good  many 
years  after  the  reorganization  of  the  company. 

Mr.  Lyon.  According  to  your  definition  the  value  of  the  Southern 
Railway  at  that  time  would  be  represented  by  the  $895,000? 

Mr.  Harrison.  An  $895,000  road  the  first  year. 

Mr.  Lyon.  Does  the  Southern  Eailway  Co.  have  any  first-mortgage 
bonds  for  sale? 

Mr.  Harrison.  To-day? 

Mr.  Lyon.  Yes,  sir. 

Mr.  Harrison.  We  have  just  sold  some  first-mortgage  bonds  of 
the  Atlanta  &  Charlotte  Air  Line  Railway. 
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Mr.  Lyon.  I  mean  the  Southern  Railway  Co.  itself  ? 

Mr.  Harrison.  Not  the  Southern  Railway  Co. 

Mr.  Lyon.  All  the  bonds  taking  issue  now  will  have  to  be  second 
or  third  mortgages.  Does  not  that  seriously  affect  the  value  of  bonds 
in  the  market,  the  fact  that  they  are  not  first-mortgage  bonds? 

Mr.  Harrison.  Mr.  Lyon,  what  makes  value  in  a  bond  is  a  question 
of  psychology.  If  you  want  to  sell  a  bond  you  call  it  all  Knds  of 
things,  and  if  you  want  to  buy  a  bond  you  ask  all  kinds  of  questions; 
but,  as  I  testified  on  yesterday,  I  will  undertake  to  sell  any  colored 
bond  you  want  to  print  if  you  have  an  income  to  justify  the  fixed 
charges.  .  ^ 

Mr.  Lyon.  Then,  in  your  opinion,  second  or  third  mortgage  bonds '  ^ 
of  a  railroad  are  as  saleable  on  the  market  to  the  general  public  *8 


1 


the  first-mortgage  bonds? 
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Mr.  Harrison.  No;  but  they  can  be  sold  for  a  fair  price.  ■. 

Mr.  Lyon.  I  know,  for  I  have  mortgaged  real  estate  and  sold  sec-  y\ 
ond  and  third  trust  notes,  but  I  have  not  found  it  a  profitable  waj  I ' 
of  raising  money.  The  situation  of  the  Southern  Railway  Co.  is  r ' 
that  it  has  to  sell  bonds  secured  by  other  than  first  mortgages.  I! 

Mr.  Harrison.  It  has  not  sold  them.    It  has  them  for  sale. 

Mr.  Lyon.  It  has  them  and  finds  that  difficulty.  Do  you  think  tk 
money  put  into  these  great  improvements  that  have  been  unquestion- 
ably made  by  the  Southern  Eailway — and  one  who  travels  can  see 
them — should  lead  to  reduced  rates  in  a  territory  which  it  is  serving, 
or  must  it  all  go  into  what  you  would  choose  to  call  improvement  of 
the  service? 

Mr.  Harrison.  I  am  not  prepared  to  believe  or  to  admit  that  those 
who  have  ventured  their  capital  in  the  Southern  Railway  during  the 
last  20  years  have  been  yet  rewarded  for  their  venture,  and  I  am  not 
prepared  to  admit  that  rates  should  be  reduced  because  some  services 
can  be  performed  cheaper  now  than  they  could  before.  I  believe  that 
there  is  a  measure  for  a  fair  reward  for  capital  and  that  should  be 
applied,  and  not  anything  else. 

Mr.  Lyon.  Would  you  mind  stating  what  that  measure  is? 

Mr.  Harrison.  I  do  not  know,  sir.  If  I  did  know  I  would  have 
a  contribution  to  make  to  American  finance  which  would  be  very 
considerable. 

Mr.  Lyon.  You  speak  of  the  amount  of  money  that  has  been  put 
in,  and  you  gave  figures  a  while  ago,  of  something  like  $134,000,000 
being  put  in  through  income  and  bonds.  In  that  connection  was 
any  money  actually  contributed  by  outsiders  in  the  *way  of  an 
equity  or  in  the  way  of  the  sale  of  stock  or  was  it  all  raised  purely 
from  income  derived  from  the  property  and  from  the  sale  of  bonis 
upon  the  property  ?     Did  you  catch  my  question  ? 

Mr.  Harrison.  Not  entirely.     I  did  not  get  the  purport  of  it. 

Mr.  Lyon.  What  I  am  trying  to  get  at  is,  has  anyone  put  into 
the  Southern  Eailway  any  money,  say,  during  the  period  which  yofl 
have  covered  by  these  figures,  except  money  raised  from  two  sources, 
to  wit,  through  the  public  through  income  to  the  railroad,  and,  sec- 
ondly, through  bonding  the  property  itself  ? 

Mr.  Harrison.  Yes,  sir. 

Mr.  Lyon.  What  amount  has  been  put  in  ? 

Mr.  Harrison.  I  am  unable  to  state  the  amount,  but  I  will  go 
back  to  the  original  ccmstructvow  oi  the  railroad.     There  was  an 
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riginal  investment  in  these  railroads,  some  of  which  are  the  oldest 
lilroads  in  the  coimtr;^,  dating  back  to  1832,  and  those  railroads 
ime  in  to  our  reorganization  and  the  holders  of  the  securities  at 
iat  time  represented  that  original  contribution.  In  addition,  at 
ie  time  of  tne  reorganization  there  was,  as  I  have  already  stated, 
contribution  of  cash  from  the  sale  of  stock,  but  I  do  not  remember 
ow  much  that  was. 

Mr.  Lyon.  I  am  glad  to  have  that  information,  but,  since  that 
rijginal  sale  of  the  stock  and  since  the  reorganization  of  the  com- 
any,  has  anybody  put  any  money  into  the  Southern  Railway  ex- 
jpt  through  income  from  tne  property  itself  and  bonds? 

Mr.  Harrison.  No.    The  original  railroads  represent  that. 

Mr.  Lyon.  Then,  all  the  improvements  that  have  been  made  on 
le  Southern  Railway  have  been  made  by  mortgaging  the  property 
«elf  or  from  the  income  paid  by  the  people  through  the  rates,  and 
lere  is  no  other  method  or  getting  money  tor  the  Southern  Railway? 

Mr.  Harrison.  It  is  for  that  reason  that  the  Southern  Railway  is 
.  southern  institution.  Our  only  basis  of  doing  anything  is  with 
he  southern  people  and  not  people  from  outside.  Tte  people  from 
he  outside  are  money  lenders.  We  are  working  for  the  southern 
people  and  using  their  credit  and  working  to  accomplish  results  for 
ihem. 

Mr.  Lyon.  Their  contributions,  through  the  rate  counter,  must 
jp  into  future  construction  of  the  Southern  Railway? 

Mr.  Harrison.  Yes. 

Mr.  Lyon.  Mr.  Harrison,  I  have  here  some  photographs  of  some 
est  figures  taken  from  the  records  of  the  Southern  Railway,  relating 
o  what  is  known  as  the  Norton  block  and  the  Stonega  block  in  the 
Lppalachia  Terminal  Association.  I  do  not  know  whether  you  are 
icguainted  with  that  subject  or  not? 

Mr.  Harrison.  Not  in  detail. 

Mr.  Lyon.  The  terminals  at  Appalachia  involve,  I  imagine,  the 
Stonega  coal  field.  This  particular  lot  relates  to  the  cost  in  Febru- 
iry,  1909,  and  if  there  are  such  figures  available  since  that  date,  I 
vould  like  to  ask  the  witness,  Mr.  Thom,  if  you  will  file  them  with 
lie  committee?  I  understand  they  are  taken  from  the  files  of  the 
Southern  Railway  Co.  ? 

-  Mr.  Thom.  Who  took  them? 

Mr.  Lyon.  The  committee. 

Mr.  Thom.  I  do  not  think  the  chairman  did  it.    Who  did  it? 

Mr.  Lydn.  Some  representative  of  the  committee  did  it. 

Mr.  Thom.  You  do  not  know? 

Mr.  Lyon.  I  would  rather  for  the  committee  to  state. 

Mr.  Thom.  I  do  not  think  there  is  any  reason  for  sensitiveness  on 
hat  point. 

Mr.  Lyon.  You  and  I  may  differ  on  that. 

Mr.  Thom.  Then  you  are  sensitive  about  it,  are  you  ? 

Mr.  Lyon.  I  said  that  you  and  I  might  differ  about  many  things, 
.nd  that  is  one  of  them. 

Mr.  Thom.  My  position  was  that  I  did  not  see  any  reason  for  sensi- 
iveness.    We  differ  about  that  and  you  say  so. 

Mr.  Lyon.  That  is  your  misfortune.  The  chairman  can  decide  the 
[uestion. 
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Mr.  Thom.  I  have  not  had  a  chance  to  look  over  this  and  do  not 
know  what  it  is. 

Mr.  Lyon.  I  can  withdraw  it  and  put  it  in  later  when  Mr.  Green  is 
on  the  witness  stand.  I  thought  this,  perhaps,  a  proper  time  to  get 
the  information.  That  is  all  I  have  to  ask  the  witness,  but  I  suppose 
Mr.  Douglas  has  a  few  questions. 

Mr.  Thom.  Before  Mr.  Douglas  begins  his  questions  there  has  been 
something  said  about  contribution  oi  the  public  through  rates.  Of 
course,  the  contribution  for  that  was  paid  for  by  the  Southern  Eail- 
way  in  services. 

Mr.  Douglas.  Mr.  Harrison,  early  in  your  testimony  you  stated 
that  you  accepted  the  position  as  defendant  in  this  proceeding  and 
that  you  recognized  Mr.  Dulaney  as  being  correctly  descril^  as 
plaintiff? 

Mr.  Harrison.  I  do  not  think  you  quote  me  correctly,  sir. 

Mr.  Douglas.  I  would  be  glad  to  have  you  correct  me. 

Mr.  Harrison.  I  stated  that  Senator  Tillman  said  that  Mr. 
Dulaney  was  the  plaintiff  and  had  named  me  as  the  defendant  and 
that  I  accepted  the  assignment  for  the  purpose  of  defending  the 
reputation  of  the  Southern  Railway  Co. 

Mr.  Douglas.  That  is  what  I  meant  by  my  question. 

Mr.  Harrison.  I  quoted  the  situation  as  stated  by  Senator  Tilhnan. 

Mr.  Douglas.  Then  you  proceeded  to  describe  Mr.  Dulaney  as  you 
saw  him  and  observed  him  and  as  you  heard  other  people  comment 
upon  him;  then,  as  I  construed  your  language,  you  practically  did, 
in  effect,  characterize  his  appearance  as  one  actuated  with  bad  faith. 
Do  you  mean  that  ? 

Mr.  Harrison.  I  made  no  charge. 

Mr.  Douglas.  I  said,  did  you  mean  that  by  what  you  said? 

Mr.  Harrison.  Bad  faith  ? 

Mr.  Douglas.  Yes. 

Mr.  Harrison.  No,  sir;  I  did  not.  I  believe  that  Mr.  Dulaney 
believes  that  he  is  persecuted. 

Mr.  Douglas.  You  used  this  language,  and  I  want  to  see  what  you 
mean  by  it : 

I  believe  that  Mr.  Dulaney  is  actuated  by  a  deep-seated  hatred  of  one  or  two 
men  who  have  succeeded  whore  he  failed,  who  succeeded  in  selling  the  Virginia 
&  Southwestern  Railway  Co.  where  he  failed,  who  succeeded  in  making  a  suc- 
cess of  coal  niiuin^  in  the  Api)alachia  district  where  he  failed.  I  believe  that, 
unable  to  reach  this  man  or  these  men,  he  has  attacked  the  Southern  Railway. 

You  have  a  reputation,  Mr.  Harrison,  of  being  a  fine  master  of  the 
English  language.  I  ask  you,  what  did  you  mean  if  you  did  not 
mean  to  charge  Mr.  Dulaney  with  bad  laith  when  you  used  this 
language : 

I  believe  that,  unable  to  reach  this  man  or  these  men,  he  has  attacked  the 
Southern  Railway. 

Mr.  Harrison.  I  think,  if  my  language  justifies  the  reputation 
which  you  have  given  me,  I  can  stand  on  the  language. 

Mr.  DouGi^s.  I  am  not  willing  to  stand  on  the  language. 

Mr.  Harrison.  I  do  not  charge  Mr.  Dulaney  with  bad  faith.  I 
believe  that  he  believes  that  he  is  persecuted  and  that  his  theory  of 
this  case  arises  from  that  belief. 
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Mr.  Douglas.  And  yet  you  say,  and  I  have  no  doubt  but  that  you 
weighed  your  language  when  you  said  it,  and  I  think  you  read  it 
from  the  written  memorandum: 

I  beUeve  that,  unable  to  reach  that  man  or  these  men,  he  has  attacked  the 
Southern  Railway. 

I  ask  you  now  if  you  do  not  know  that  such  language  as  that  cari 
be  construed  in  no  other  way  than  a  charge  of  bad  faith  on  the  part 
of  Mr.  Dulaney  ?  I  want  to  clear  the  atmosphere  before  we  proceed 
further. 

Mr.  Harrison.  I  stand  on  the  language,  Mr.  Douglas,  with  thd 
statement  which  I  have  made  that  I  charge  Mr.  Dulaney  with  nd 
bad  faith. 

Mr.  Douglas.  You  decline  to  give  any  further  interpret-ation  of  thd 
language  you  used? 

Mr.  Harrison.  I  do  not  decline  anything. 

Mr.  Douglas.  Well,  then,  I  will  give  you  the  opportunity  of  an- 
swering. 

Mr.  Harrison.  I  have  answered  your  question. 

Mr.  Douglas.  I  will  ask  you  how  you  would  interpret  that  lan- 
guage if  used  by  Mr.  Dulaney  toward  you  ?  Would  you  not  so  con- 
^rue  it  to  mean  that  he  had  charged  you  with  prostituting  the  powers 
and  privileges  of  the  committee  of  the  Senate  to  vent  his  spleen  on- 
the  Southern  Railway  because  he  was  unable  to  reach  his  own  ene- 
mies?    Would  you  not  so  interpret  that  language? 

Mr.  Harrison.  I  interpret  that  language  by  saying  that  that  wa^ 
the  effect  of  what  he  did. 

Mr.  Douglas.  You  also  said  that  he  was  "actuated  by  a  deep- 
seated  hatred  of  one  or  two  men."  When  you  undertook  to  explain 
the  reason  for  that  about  a  man  you  do  not  know  personally  at  all^ 
you  said  he  had  this  deep-seated  hatred  because  tnose  men  that  he 
hated  had  succeeded  where  he  had  failed.    Do  you  stand  on  that? 

Mr.  Harrison.  I  stand  on  that. 

Mr.  Douglas.  Then,  as  a  matter  of  fact,  as  regards  this  hatred  that 
you  charge  Mr.  Dulaney  with  having,  you  charge  that  he  has  that 
hatred  toward  those  one  or  two  men  because  they  succeeded  in  selling 
to  the  Southern  Railway  Co.  the  Virginia  &  Southwestern  Railroad 
when  he  had  failed  to  do  the  same  thing;  is  that  so? 

Mr.  Harrison.  My  entire  statement  is  an  attempt  to  find  an  ex- 
planation of  Mr.  Dulanev's  charges  against  the  Southern  Railway  Co. 

Mr.  Douglas.  One  oi  the  specific  things  that  you  assign  as  the 
cause  for  this  hatred  is  the  sale  of  the  Virginia  &  Southwestern  by 
these  men,  hated  by  Mr.  Dulaney,  when  he  himself  had  failed  to  seH 
the  same  railroad  to  the  Southern  Railway.    That  is  right,  is  it  not? 

Mr.  Harrison.  Yes. 

Mr.  Douglas.  Do  you  know  what  effort  Mr.  Dulaney  made  to  sell 
that  railroad  to  the  Southern  Railway  Co.? 

Mr.  Harrison.  I  do  not.  My  knowledge  that  he  attempted  to  sell 
it  to  the  Southern  Railway  Co.  was  derived  from  his  testimony  iif 
this  proceeding. 

Mr.  Douglas.  How  long  do  you  say  you  have  been  connected  with 
the  Southern  Railway  Co.? 

Mr.  Harrison.  Eighteen  years. 
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Mr.  Douglas.  You  were  connected  with  it,  then,  before  the  Vir- 
ginia &  Southwestern  Railway  Co.  was  formed,  were  you  not? 

Mr.  Harrison.  I  do  not  know  when  it  was  formed. 

Mr.  Douglas.  Can  you  state  to  the  committee  what  two  railroads 
composed  the  constituent  roads  of  the  Virginia  and  Southwestern? 

Mr.  Harrison.  I  can  not. 

Mr.  Douglas.  Do  you  know  or  do  you  not  that  Mr.  Dulaney  oflfered 
to  the  Virginia  Iron,  Coal  &  Coke  Co.  these  two  roads  that  constitute 
the  foundation  of  the  Virginia  &  Southwestern  Railroad  for  $625,000 
in  December,  1899  and  1900? 

Mr.  Harrison.  I  have  no  information  about  it. 

Mr.  Douglas.  Have  you  ever  heard  that? 

Mr.  Harrison.  I  have  never  heard  the  details. 

Mr.  Douglas.  Have  you  ever  heard  the  substance  of  that  statement 
before  made  ? 

Mr.  Harrison.  I  have  heard  that  Mr.  Dulaney  offered  the  roads  for 
gale,  but  at  what  figure  I  do  not  know. 

Mr.  Douglas.  You  knew  that  the  Virginia  &  Southwestern  stock, 
subject  to  a  bond  issue  of  $1,000,000,  was  offered  to  the  Southern  Rail- 
way Co.,  in  about  the  years  1901  or  1902,  for  $500,000,  subject  to  a 
bond  issue  of  $1,000,000?    You  knew  that,  did  you  not? 

Mr.  Harrison.  I  did  not. 

Mr.  Douglas.  Were  you  not* with  the  Southern  Railway  Co.  then? 

Mr.  Harrison.  As  I  testified,  I  entered  the  service  of  the  Southern 
Railway  Co.  in  1896,  and  I  was  appointed  assistant  to  the  president 
in  1903.  During  that  interval  I  knew  very  little,  and  had  very  little 
opportunity  to  observe,  the  policy  of  the  company. 

Mr.  Douglas.  I  would  imagine  that  you  had  studied  somewhat  the 
history  of  these  transactions.  You  seem  to  be  very  familiar  with  the 
history  of  the  administrations  preceding  vours;  that  is,  Mr.  Spen- 
cer's and  Mr.  Finley's.  I  will  ask  you  if  you  have  no  familiarity 
with  the  history  of  the  Virginia  &  Southwestern  at  all  with  reference 
to  the  various  prices  at  which  it  was  offered  to  the  Southern  Railway 
Co.  for  sale? 

Mr.  Harrison.  Only  such  information  as  comes  from  hearsay.  I 
never  studied  the  matter  to  verify  the  facts. 

Mr.  Douglas.  From  whom  did  you  hear  that  the  Southern  Railway 
Co.  had  had  an  opportunity  to  buy  the  Virginia  &  Southwestern 
about  1901  and  1902?  Was  it  not  common  knowledge  among  the 
officials  of  the  Southern  Railway  Co.  ? 

Mr.  Harrison.  It  was  conunon  knowledge. 

Mr.  Douglas.  Was  it  not  common  knowledge  that  the  Southern 
Railway  Co.,  abput  that  time,  had  that  railroad  offered  to  it  for 
$500,000,  subject  to  a  bond  issue  of  $1,000,000? 

Mr.  Harrison.  The  knowledge  was  not  common  as  to  the  details 
of  the  transaction. 

Mr.  Douglas.  Have  you  ever  heard  that  at  any  time? 

Mr.  Harrison.  Never  heard  as  to  the  figures. 

Mr.  Douglas.  You  never  heard  any  figure  at  all  that  approximated 
the  price  ? 

Mr.  Harrison.  The  only  knowledge  I  have  is  that  the  figures  were 
very  much  less  than  were  subsequently  paid. 

Mr.  Douglas.  You  did  not  ask? 
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Mr.  Harrison.  I  may  have  asked  and  may  have  heard,  but  I  do  not 
now  remember. 

Mr.  Douglas.  But  to  the  best  of  your  recollection  the  price  it  was 
offered  to  the  Southern  Railway  at  was  $1,600,000  ? 

Mr.  Harrison.  I  am  not  prepared  to  deny  that. 

Mr.  Douglas.  It  is  true,  that  in  May,  1906 — ^we  now  come  to  fa- 
miliar ground  so  far  as  you  are  concerned — the  Southern  Railway 
Co.  entered  into  a  contract  with  McHai^  ftnd  others  to  buy  this  road 
at  $4,000,000  for  its  stock,  subject  to  a  bond  issue  of  $2,000,000  ? 

Mr.  Harrison.  That  is  the  fact. 

Mr.  Douglas.  As  I  did  not  catch  the  names  of  the  parties,  I  will 
tisk  you  to  state  again  the  names  of  tiioSe  who  contracted  with  the 
Southern  Railway  Co.  to  sell  the  Virginia  &  Southwestern. 

Mr.  Harrison.  The  three  parties  who  were  named  in  the  contract 
were  Oliver  H.  Payne,  Grant  B.  Schley,  and  Henry  K.  McHarg. 

Mr.  Douglas.  Oliver  Payne  was  the  oil  man  from  Ohio,  or,  rattier, 
I  mean  he  became  more  or  less  interested. 

Mr  IIarrison.  He  is  known  as  Col.  Payne. 

Mr.  Douglas.  Grant  B.  Schley  is  a  brother-in-law  of  George  F. 
Baker,  is  he  not? 

Mr.  Harrison.  I  have  no  knowledge  of  that  fact. 

Mr.  Douglas.  Do  you  mean  you  have  never  heard  that? 

Mr.  Harrison.  I  never  heard  that. 

Mr.  Douglas.  You  mean  until  you  healrd  Mr.  Dulaney  testify?. 

Mr.  Harrison.  I  believe  I  did  see  it  in  the  testimony,  yes,  that  that 
was  charged. 

Mr.  Douglas.  You  knew  Grant  B.  Schley  by  reputation? 

Mr.  HAKtasoN.  I  know  there  is  such  a  man^  I  have  read  of  his 
natifie  in  the  papers  frequently. 

Mr.  Douglas.  And  the  George  F.  Baker  I  refer  to  is  George  F. 
Baker,  sr.  He  is  the  gentleman  who  was  one  of  the  voting  trustees 
of  the  Southern  Railway  Co.  stock.    Is  that  right? 

Mt.  Harrison.  George  F.  Baker,  sr.,  was  one  of  the  members. 

Mr.  Douglas.  And  worge  F.  Baker,  jr.,  his  son^  is  on  the  board  of 
directors  of  the  Southern  Railway  Co.  ? 

Mr.  HaMison.  Yes. 

Mr.  Douglas.  Now,  let  us  assume  for  the  purpose  of  this  question, 
because  it  is  easy  to  ascertain  the  fact  about  it,  that  Grant  B.  Schley 
was  a  brother-in-law  of  George  F.  Baker.  I  would  like  to  ask  you 
if  these  three  gentlemen  were  not  in  a  little  better  position  to  sell 
the  Virginia  &  Southwestern  Railway  Co.  than  Mr.  Dulaney  was 
prior  to  the  time  this  agreement  was  made  in  1906  ? 

Mr.  Harrison.  They  were  in  much  better  position,  but  because  the 
Southern  Railway  wanted  to  buy  at  the  time  they  had  it  for  sale. 

Mr.  DouQLAS.  It  was  described  as  nothing  more  nor  less  than  a 
fifth  wheel  to  a  wagon  when  Mr.  Dulaney  had  it  for  sale,  so  it  ap- 
pears in  the  testimony. 

Mr.  Harrison.  I  have  no  knowledge  of  any  such  characterization. 

Mr.  Douglas.  Well,  assume  it  is  correct,  or  at  least  the  Southern 
Railway  Co.  did  not  want  it  when  Mr.  Dulaney  had  it  for  sale.  That 
is  right. 

Mr.  Harrison.  That  is  certainly  right. 
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Mr.  DouGiiAS.  The  wagon  needed  the  fifth  wheel  when  Grant  B.  I  i' 
Schley,  Henry  K.  McHarg,  and  Oliver  P.  Payne  wanted  to  sell  it  1^ 
Is  that  the  idea  you  wanted  to  convey?  1^^ 

Mr.  Harrison.  I  do  not  follow  you  in  the  suggestion  that  the  indi-  •  ^ 
viduals  made  the  difference.    The  time  made  the  difference. 

Mr.  Douglas.  The  lapse  of  about  three  years? 

Mr.  Harrison.  Yes. 

Mr.  Douglas.  Will  you  tell  the  committee  what  conditions  had 
arisen  in  the  meanwhile  that  made  it  wise  for  the  Southern  Railway 
Co.  to  buy  the  Virginia  &  Southwestern  Bailroad  at  $6,000,000,  when, 
only  three  years  prior  thereto,  it  refused  to  buy  it  at  $1,500,000? 

Mr.  Harrison.  I  did  not  take  part  in  the  negotiations  and  I  am 
only  speaking  from  such  knowledge  as  I  acquired.  My  understand- 
ing is  that  there  was  sudden  comj)etition  for  the  Virginia  &  South- 
western Bailroad,  that  the  Louisville  &  Nashville  Railroad  Co.  was 
p  candidate  to  buy  it  and  that  the  Norfolk  &  Western  Railroad  Co. 
was  a  candidate  to  buy  it,  and  Mr.  Spencer  bought  it  at  the  high 
price  in  that  competitive  market. 

Mr.  Douglas.  In  other  words,  the  only  thing  that  made  the  South- 
ern Railway  Co.  want  to  buy  it  was  because  its  officers  thought  some 
other  railroad  wanted  to  buy  it,  and  it  was  not  because  the  Southern 
Jlailway  Co.  needed  it  at  all?    Was  that  right?  ' 

Mr.  Harrison.  Well,  you  are  suggesting  a  motive. 

Mr.  Douglas.  You  can  answer  my  question. 

Mr.  Harrison.  I  denv  the  imputation. 

Mr.  Douglas.  The  pnysical  conditions  remained  the  same  in  1902 
and  1903,  as  compared  with  1906,  the  Virginia  &  Southwestern  was 
there  when  Mr.  Dulaney  offered  it  for  sale  for  $1,500,000  and  it  was 
there  when  Mr.  McHarg  offered  it  for  sale.  It  was  always  essentially 
and  inherently  a  coal  road.  That  is  right  in  both  instances  ?  That  is 
the  fact  ?    Am  I  correctly  stating  the  situation  ? 

Mr.  Harrison.  I  think  you  are  stating  it  correctly.  In  that  inter- 
val, at  the  time  of  that  purchase,  there  became  suddenly  a  very  great 
deal  more  interest  in  the  Appalachian  region  than  there  ever  had  been 
before. 

Mr.  Douglas.  You  mean  interest  in  looking  toward  coal  traffic? 

Mr.  Harrison.  The  possibilities  of  that  region  developing  coal 
traffic. 

Mr.  Douglas.  In  moving  the  coal  ? 

Mr.  Harrison.  Yes.  It  was  about  at  that  time  that  what  is  known 
as  the  Clinchfield  Railroad  and  the  Clinchfield  mines  were  gathered 
together  and  started  on  their  career. 

Mr.  Douglas.  But  the  real  reason  why  the  Southern  Railway  Co. 
wanted  to  buy  the  Virginia  &  Southwestern  was  because  it  under- 
stood the  Louisville  &  Nashville  and  the  Norfolk  &  Western  were  in 
the  field  for  it. 

Mr.  Harrison.  I  do  not  admit  that. 

Mr.  Douglas.  That  is  the  reason  you  assigned. 

Mr.  Harrison.  That  is  the  reason  I  assigned  for  the  price,  that 
there  was  competition.  The  reason  why  the  Southern  Railway  Co. 
wished  to  acquire  the  property  was  one  which  was  in  Mr.  Spencer's 
mind  and  which  was  justified,  in  my  opinion,  by  the  event. 

Mr.  Douglas.  Will  you  state,  as  a  matter  of  fact,  that  the  Louis- 
Fiiie  &  Nashville  was  in  ttve  &^\d  to  bxv^  that  road  ? 
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Mr.  Harbison.  I  made  that  statement  with  the  qualification  that  it 
Was  hearsay. 

Mr.  Douglas.  From  whom  did  you  hear  that? 

Mr.  Harrison.  From  a  number  of  people.  I  may  have  heard  it 
through  Mr.  Spencer. 

Mr.  Douglas.  At  that  time? 

Mr.  Harrison.  It  may  have  been. 

Mr.  Douglas.  Did  you  hear  it  from  anybody  else  than  Mr.  Spen- 
cer at  that  time? 

Mr.  Harrison.  I  do  not  remember. 

Mr.  Douglas.  Have  you  heard  it  from  anybody  since? 

Mr.  Harrison.  Yes. 

Mr.  Douglas.  From  whom? 

Mr.  Harbison.  Through  a  number  of  people. 

Mr.  Douglas.  Can  you  name  anybody  from  the  Louisville  &  Nash- 
ville? 

Mr.  Harrison.  I  never  heard  anybody  from  the  Louisville  & 
Nashville  or  the  Norfolk  &  Western  confirm  that  statement. 

Mr.  Douglas.  You  had  no  confirmation  that  those  railroads  were 
ever  in  the  field  to  buy  the  Virginia  &  Southwestern  Railroad? 

Mr.  Harrison.  I  had  not. 

Mr.  Douglas.  Would  you  object  to  telling  me  some  of  the  people 
from  whom  you  heard  it? 

Mr.  Harrison.  Our  officers  have  discussed  it. 

Mr.  Douglas.  Who? 

Mr.  Harrison.  I  have  discussed  it  frequently  with  Mr.  Lankford, 
our  financial  secretary,  who  was  located  in  New  York  and  who  is 
DOW  dead.  Mr.  Lankford  was  intimately  connected  with  Mr.  Spen- 
cer all  the  time  in  his  office.  I  have  heard  it  in  discussing  it  with 
George  W.  Maslin,  who  was  Mr.  Spencer's  confidential  office  as- 
sistant. 

Mr.  Douglas.  Was  this  railroad  bought  from  the  Virginia  Iron, 
Coal  &  Coke  Co.  or  those  three  gentlemen  named  ? 

Mr.  Harrison.  Well,  I  do  not  know  the  facts.  My  understanding 
is  that  these  three  gentlemen  were  appointed  a  committee  of  the  stock- 
holders of  the  Virginia  &  Southwestern  Railway  Co.  and  sold  it  as 
&uch.  They  may  have  also  been  a  committee  of  the  Virginia  Iron, 
Coal  &  Coke  Co. 

Mr.  Douglas.  Do  you  not  know  they  owned  half  of  the  stock  and 
the  Virginia  Iron.  Coal  &  Coke  Co.  owned  the  other  half? 

Mr.  Harrison.  I  do  not. 

Mr.  Douglas.  You  do  know,  do  you  not,  that  this  railroad  had 
cost  approximately  $2,000,000  at  that  time  and  that  this  sale  repre- 
sented a  clean  profit  to  Mr.  McHarg  and  his  associates  of  $4,000,000  ? 
I  mean,  at  the  price  at  which  it  was  sold. 

Mr.  Harrison.  I  have  no  knowledge  of  what  it  cost  at  all.  The 
records  will  show  that.    I  do  not  deny  your  statement. 

Mr.  Douglas.  Mr.  McHarg  was  at  that  time,  was  he  not,  and  is 
now,  on  the  board  of  directors  of  the  Virginia  &  Southwestern  Rail- 
road ? 

Mr.  Harrison.  He  was  and  he  is  ? 

Mr.  Douglas.  And  he  was  then  president  of  the  Virginia  &  South- 
western? 

Mr.  Harrison.  Yes. 
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Mr.  Douglas.  And  he  was  at  that  time  and  is  now  on  the  board 
of  directors  of  the  New  York,  New  Haven  &  Hartford  Railroad  Co.1 

Mr.  Hakrison.  I  have  no  knowledge  of  that.  I  have  knowledge 
that  he  has  been  a  director  of  the  New  Haven  Kailroad,  but  wh^er 
he  is  now  or  was  at  that  time  I  do  not  know. 

Mr.  Douglas.  You  have  no  reason  to  think  he  is  no  longer  a  di- 
rector in  the  New  Haven  road  ? 

Mr.  Hakrison.  I  have  no  knowledge  of  the  subject.  He  has  told 
me  from  time  to  time,  in  1908,  when  I  used  to  see  him  frequ^tly, 
about  his  being  a  director  on  the  New  Haven  road. 

Mr.  Douglas.  Also  on  the  Boston  &  Maine  Railroad  ? 

Mr.  Harrison.  I  do  not  know  anything  about  that. 

Mr.  Douglas.  This  is  the  same  Mr.  McHarg  you  spoke  of  on  yes- 
terday as  never  having  made  an  unworthy  suggestion  and  as  being 
so  high-minded? 

Mr.  Harrison.  I  stand  on  my  testimony  on  Mr.  McHarg  as  I  do 
with  r^ard  to  Mr.  Dulaney. 

Mr.  Douglas.  And  you  entertain  the  same  opinion  of  Mr.  McHarg 
now  as  you  did  in  1906  and  1908,  when  this  contract  was  made? 

Mr.  Harrison.  Yes. 

Mr.  Douglas.  In  view  of  the  developments  on  the  New  Haven 
.Railroad  since  ? 

Mr.  Harrison.  I  do  not  know  what  part  he  has  tak^n  in  that. 

Mr.  Douglas.  I  suppose  you  have  kept  yourself  posted  in  the  last 
few  months  on  what  has  been  going  on. 

Mr.  Harrison.  I  have  read  the  newspapers. 

Mr.  Douglas.  And  you  stand  upon  that  opinion  you  formed  oi 
Mr.  McHarg  in  1906  and  1908  now  ? 

Mr.  Harrison.  I  stated  not  an  opinion  but  a  fact,  that  he  haA 
never  made  an  unworthy  suggestion  to  me.  I  do  not  think  that  I 
made  any  statement  of  opinion  about  Mr.  McHarg.  I  am  willing  to 
make  one,  if  it  is  desired,  now. 

Mr.  Douglas.  You  can  if  you  like.  I  am  not  especially  interested 
in  it.  Who  are  the  principal  owners,  so  far  as  you  have  been  able  to 
ascertain,  of  the  Virginia  Iron,  Coal  &  Coke  Co.  ? 

Mr.  Harrison.  I  have  no  knowledge  about  that  at  all.  Mr.  Mc- 
Harg represents  the  Virginia  Iron,  Coal  &  Coke  Co.,  as  Mr.  Newton 
represents  it  in  his  dealings  with  us.  I  have  never  had  any  occasion 
to  inquire  as  to  who  their  stockholders  are. 

Mr.  Douglas.  Sometimes  we  get  information  without  much  in- 
quiry. 

Mr.  Harrison.  I  have  no  information  on  that  subject.  There  has 
never  been  any  suggestion  made  to  me  that  anybody  was  a  holder  of 
the  securities. 

Mr.  Douglas.  In  other  words,  you  have  treated  Mr.  McHarg  as 
the  representative  of  the  Virginia  Iron,  Coal  &  Coke  Co.  ? 

Mr.  Harrison.  Entirely. 

Mr.  Douglas.  And  you  therefore  associated  one  with  the  other 
in  your  dealings  and  business  transactions  ? 

Mr.  Harrison.  Yes. 

Mr.  Douglas.  The  Virginia  Iron,  Coal  &  Coke  Co.  has  operations 
in  what  is  known  as  Toms  Creek  territory  ? 

Mr.  Harrison.  Yes. 

Mr,  Douglas.  And  in  the  Bl«uck  Mountain? 
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Mr.  Harbison.  Mr.  McHarg  operates  a  mine  in  the  Black  Moun- 
tain, or  rather  his  company  does. 

Mr.  Douglas.  Has  the  Southern  Railway  Co.  bcxrht  any  coal 
from  Mr.  McHarg's  operations  in  the  Black  Mounttk^-i  for  fuel  or 
engine  purposes? 

Mr.  Hakbison.  I  have  here  four  exhibits  showing  the  purchase 
of  fuel  coal  for  the  Southern  Railway  Co.  and  the  Virginia  &  South- 
western Railway  during  the  years  1911  to  1914,  inclusive. 

Mr.  Douglas.  From  the  Black  Mountain  and  Imperial  mines? 

Mr.  Harrison.  In  the  entire  district.  I  will  offer  to  give  you  this 
to  get  that  information  from.    I  did  not  intend  to  file  it. 

Mr.  Douglas.  You  do  not  know  whether  part  of  that  coal  came 
from  the  Imperial  mines  of  Mr.  McHarg  in  the  Black  Mountain 
district? 

Mr.  Harrison.  It  appears  on  this  statement  that  some  coal  in  1911 
came  from  the  Imperial  mine  for  the  Virginia  &  Southwestern. 

Mr.  Douglas.  Have  you  any  report  on  the  character  of  the  coal, 
its  analysis,  or  otherwise,  that  came  from  the  Imperial  mine  of  Mr. 
McHarg  in  the  Black  Mountain  district  used  for  fuel  purposes  ? 

Mr.  Thom.  That  who  used? 

Mr.  Douglas.  The  Southerii  Railway  Co.  or  the  Virginia  &  South- 
western? 

Mr.  Thom.  I  think,  for  accuracy,  you  had  better  say  for  the  Vir- 
ginia &  Southwestern? 

Mr.  Douglas.  I  will  put  it  in  the  alternative.  Have  you  any 
analysis  of  that  coal  that  came  from  the  Imperial  mine  ? 

Mr.  Harrison.  I  had  an  analysis  this  morning,  but  whether  that 
included  the  Imperial  mine  I  do  not  know. 

Mr.  Douglas.  It  gave  the  Black  Mountain  as  compared  with  the 
Middlesboro  coal,  but  it  did  not  say  from  what  source  it  came.  The 
Southern  has  boug;ht  a  great  deal  of  coal  from  Mr.  McHarg's  opera- 
tions, has  it  not,  since  1909,  as  much  as  three  hundred  or  four  hun- 
dred thousand  tons  a  year? 

Mr.  Harrison.  The  Southern  Railway  Co.  began  to  buy  coal  on 
the  Virginia  &  Southwestern  Railway  in  the  spring  of  1911  and  has 
bought  it  every  year  since. 

Mr.  Douglas.  You  do  not  know  approximately  the  amount? 

Mr.  Harrison.  Those  exhibits  show. 

Mr.  DouGixAS.  Mr.  Wentz,  of  the  Stonega  Coal  Ca,  has  an  opera- 
tion in  that  same  Appalachia  group  ? 

Mr.  Harrison.,  A  very  important  one. 

Mr.  Douglas.  Will  you  state,  in  a  general  way,  the  character  of 
the  arrangement  the  Virginia  &  Southwestern  has  with  the  Stonega 
Co.,  with  reference  to  the  operations  of  its  railroad  or  the  Interstate 
Railroad. 

Mr.  Harrison.  The  Interstate  Railroad? 

Mr.  Douglas.  Yes. 

Mr.  Harbison.  I  would  not  undertake  to  state  it.  That  is  a  sub- 
ject of  contract  which  is  available,  a  brief  contract  which  tells  the 
whole  story. 

Mr.  Douglas.  Did  you  not  draw  that  contract  yourself? 

Mr.  Harrison.  I  tliink  very  probably  I  did. 

Mr.  Douglas.  Is  it  not  generally  true  that  the  Virginia  &  South- 
western has  an  arrangement  by  which  for  the  6  \xi\\ft.^  oi  ^iSsx<5>^^ 
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that  Mr.  Wentz  has — ^I  mean  by  Mr.  Wentz  the  Stonega  Co.  or  the 
Interstate  Co. — ^that  the  Virgmia  &  Southwestern  guarantees  5  per 
cent  interest  on  an  investment  of  $800,000,  and  the  cost  of  operation 
besides,  as  arrangement  between  the  Stonega  Co.,  or  the  Interstate 
Co.,  and  the  Virginia  &  Southwestern? 

Mr.  Harrison.  It  is  a  long  time  since  I  have  seen  the  contract. 

Mr.  DouGiAB.  Is  not  that,  in  substance,  the  contract  as  you  re- 
member it?  . 

Mr.  Harrison.  I  do  not  remember  it  at  all.  I  have  tried  to  dis- 
miss one  thing  from  my  mind  in  order  to  go  on  with  another. 

Mr.  Douglas.  Has  not  this  particular  proposition  been  brought 
to  your  attention  frequently? 

Mr.  Harrison.  Not  recently  at  all. 

Mr.  Douglas.  Has  it  not  been  brought  to  your  attention  with  suffi- 
cient frequency  that  you  have  said  on  several  occasions  that  you  did 
not  care  to  have  this  thing  brought  to  your  attention  any  longer,  that 
the  Virginia  &  Southwestern  was  losing  money  and  could  not  nelp  it! 

Mr.  Harrison.  I  did  not  make  any  such  statement. 

Mr.  Douglas.  You  remember  that  the  original  arrangement  with 
the  Wentz  people  was  to  deduct  10  cents  for  hauling  coal  6  mfles 
on  a  railroad  down  to  where  it  connected  with  the  Virginia  &  South- 
western?    You  remember  that? 

Mr.  Harrison.  I  do  not  remember  the  details  of  that  transaction 
at  all.    I  am  not  trying  to  evade  your  question. 

Mr.  Douglas.  You  do  not  remember  anything  about  it  at  all? 

Mr.  Harrison.  The  contract  will  speak  for  itself? 

The  Chairman.  Can  you  furnish  a  copy  of  the  contract? 

Mr.  Harrison.  I  think  I  can ;  certainly. 

Mr.  Douglas.  I  was  trying  to  get  from  Mr.  Harrison  whether  the 
present  arrangement  was  not  a  much  more  liberal  one  for  the  Stonega 
people  than  the  arrangement  of  10  cents  per  ton  for  this  6-inile  ham. 

The  Chairman.  Is  that  covered  by  the  contract? 

Mr.  Douglas.  No,  sir ;  not  at  all.  The  contract  simply  states  the 
facts.  The  contract  states  the  terms  on  which  the  Virginia  &  South- 
western operates  the  Interstate  road.  They  pay  5  per  cent  on  the 
investment,  plus  all  operating  costs. 

The  Chairman.  I  thought  if  we  had  the  contract  we  would  not 
guess  about  its  terms,  and  that  anything  that  occurred  subsequent 
to  the  contract,  or  any  change,  might  be  gone  into.  The  contract 
certainly  ought  to  be  the  best  evidence. 

Mr.  Douglas.  Do  you  laiow  what  the  arrangement  was  before  this 
contract  was  entered  into  ? 

Mr.  Harrison.  I  did  know  at  the  time,  but  do  not  now  remember. 

Mr.  Douglas.  Is  not  your  best  recollection  10  cents  for  that  haul? 

Mr.  Harrison.  I  would  not  venture  to  testify  to  a  transaction  as 
long  ago  as  that. 

Mr.  Douglas.  Will  you  file,  with  your  testimony,  the  information 
showing  what  the  arrangement  was  before  this  contract,  as  well  as 
furnishing  to  the  committee  a  copy  of  the  contract  ? 

Mr.  Harrison.  Yes. 

Mr.  Tiiom.  Both  of  them  are  in  the  form  of  contracts. 

Mr.  Douglas.  If  you  say  you  will  furnish  them,  I  will  go  ahead. 

Mr.  Thom.  Yes. 
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Mr.  Douglas.  Mr.  Wentz  is  quite  a  favorite  of  the  Southern 
Railway  Co.  officials  and  the  officials  of  the  Virginia  &  Southwestern 
Railroad  ? 

Mr.  Harbison.  Mr.  Wentz  is  a  large  shipper  on  the  Virginia  & 
Southwestern. 

Mr.  Douglas.  Will  you  answer  whether  or  not  he  is  quite  a  favor- 
ite of  the  officials  of  the  Southern  Railway? 

Mr.  Harrison.  He  is  a  very  agreeable  man.  We  have  come  in  con- 
tact with  him  a  great  deal  and  we  all  like  him. 

Mr.  Douglas.  And  he  was  the  gentleman  selected  to  buy  the 
property  for  your  terminal  at  Charleston  ? 

Mr.  Harrison.  He  was. 

Mr.  Douglas.  I  understood  you,  but  I  may  have  misunderstood 
you,  on  yesterday  to  state  that  Mr.  Wentz  wrote  Mr.  Spencer  that 
ne  was  not  negotiating  for  the  purchase  of  this  property  by  the 
Southern  Railway  Co.  at  all? 

1^.  Harrison.  Yes. 

Mr.  Douglas.  That  was  not  correct,  was  it? 

Mr.  Harrison.  Mr.  Wentz  thought  it  was  correct  and  he  had  no 
bargain  with  the  Southern  Railway  and  the  Southern  Railway  had 
no  obligation  on  his  part  to  bind  him.  We  expected  to  buy  it,  how- 
ever, and  we  never  gave  up  that  expectation. 

Mr.  Douglas.  He  was  really  the  agent  of  the  Southern  Railway 
Co.  in  fact,  to  buy  that  property? 

Mr.  Harrison.  We  thought  so ;  but  he  did  not  think  so. 

Mr.  Douglas.  He  conceded  that  point  later? 

Mr.  Harrison.  He  did. 

Mr.  Douglas.  Was  he  paid  anything  for  his  services? 

Mr.  Harrison.  He  was  not.  You  say  he  conceded  the  point  that 
he  was  the  agent?    He  sold  the  property.    That  is  the  fact. 

Mr.  Douglas.  I  mean  to  say  he  transferred  the  property  to  the 
Southern  Railway  Co.  at  the  price  that  he  paid  ? 

Mr.  Harrison.  Yes. 

Mr.  Douglas.  I  do  not  know  whether  the  list  of  the  board  of 
directors  of  the  Southern  Railway  Co.  has  been  put  into  the  record. 
Let  me  ask.  you  whether  this  is  a  correct  list  ?  I  will  call  off  the 
list  as  taken  from  the  Nineteenth  Annual  Report  of  the  Southern 
Railway  Co. : 

Greorge  F.  Baker,  jr.,  New  York;  Adrian  IseUn,  jr..  New  York;  Charles 
Lanier,  New  York;  Ed.  D.  Randolph,  New  York;  Harry  C.  Fahnestock,  New 
York;  William  W.  Finley,  Washington,  D.  C;  Elbert  H.  Gary,  New  York; 
Obarles  Steele,  New  York;  Alexander  B.  Andrews,  Raleigh,  N.  C. ;  Robert  M. 
Grallway,  New  York ;  John  W.  Grant,  Atlanta ;  Fairfax  Harrison,  Virginia. 

That  is  the  list  as  appearing  from  your  annual  report  of  1913. 
State  what  changes,  if  any,  have  taken  place  in  the  board  of  directors 
Bince  that  time. 

Mr.  Harrison.  There  have  been  two  deaths — Mr.  Finley  and  Mr. 
Fahnestock.    Otherwise  the  board  is  the  same. 

Mr.  Douglas.  Who  are  the  directors  who  have  taken  their  places? 

Mr.  Harrison.  No  one  has  filled  their  places.  We  left  that  matter 
for  the  stockholders  at  the  first  meeting,  which  we  will  hold  inde- 
pendently of  the  voting  trust. 
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Mr.  Douglas.  Will  you  state,  if  you  know,  what  stock  interest* 
the  various  members  of  the  board  of  directors  of  the  SoutJien 
Railway  Co.  have? 

Mr.  Harrison.  I  know  only  from  the  stock  list,  and  I  have  no 
knowledge  as  to  any  ownership  that  anv  of  them  has  beyond  th 
stock  list.  Whether  they  have  any  stocK  standing  in  the  name  of 
stock-exchange  houses  or  other  representatives.  I  do  not  know. 

Mr.  DoiroLAS.  In  order  that  we  may  have  tne  record  correct,  wH 
you  state  what  stock  ownership  they  have,  as  is  shown  by  the  r6c(tt4 
of  the  Southern  Railway  Co. !  I'Y 

Mr.  Harrison.  I  have  before  me  a  copy  of  the  statement  which  I  V 
was  prepared  in  response  to  the  request  by  Senator  Tillman,  the  jj^^ 
statement  having  been  furnished  to  Senator  Tillman  before  toj^ 
in(}uu*y  began.  The  statement  itself  contains  this  information,  andL^^ 
if  it  is  responsive  to  your  question  I  will  present  it.  h^. 

Mr.  Douglas.  Now,  it  appears  from  tms  list,  which  we  will  haiidL^ 
to  the  stenographer  in  a  moment,  showing  the  board  of  directors  as  L^ 
it  is  now  constituted  and  changed,  that  the  directors  own  stock  as  j  ^ 
follows  in  the  company,  to  wit,  there  is  no  ownership  )by  any  ttftn^li^ 
bers  of  the  board  in  preferred  stock.  h 

Mr.  Harrison.  There  is  one  exception  there.  V 

The  Chairman.  There  are    two    exceptions,  according   to  Mr.' 
Dulaney.    He  said  Judge  Gary  and  Mr.  Lanier  owned  the  preferred 
stock. 

Mr.  Douglas.  I  beg  your  pardon,  Mr.  Chairman.  That  is  ^ted 
in  the  voting  trust  ? 

The  Chairman.  According  to  Mr.  Dulaney's  statement  on  page 
11 — ^that  is  the  reason  I  call  your  attention  to  it — Mr.  Lhilaney  says 
Mr.  Gary  owns  500  shures  of  preferred  stock  and  Mr.  ^L^nier  has 
65 

Mr.  Douglas.  Five  hundred  shares  voting-trust  certificates.  I 
am  asking  about  the  stock  itself.  The  stock  was  turned  in  and  the 
ownership  in  some  instances  was  represented  by  the  voting^tmst 
certificates  alone,  and  it  appears  from  this  list  that  Mr.  Gary  owns 
no  common  stock  in  the  voting-trust  certificates,  but  500  shares  of 
preferred  stock  voting-trust  certificates.  John  W.  Gr'ant  owbs  §00 
shares  of  voting-trust  certificates,  common,  but  no  preferred.  Mr. 
Charles  Lanier  owns  65  preferred  voting-trust  certificate  and  bo 
common.  Mr.  E.  D.  Randolph  owns  100  each  of  common  and  pre- 
ferred voting- trust  certificates.  Mr.  R.  N.  <jallaway  owns  10  da»m 
of  preferred  voting-trust  certificates  and  no  common.  All  of  tiie 
others  have  no  stock,  common  or  preferred,  as  represented  by  the 
voting- trust  certificates.  Of  the  common  stock  of  the  company,  inde- 
pendent of  the  voting-trust  certificate,  Mr.  Andrews,  Mr.  Bak^,  Mr. 
Gallaway,  Mr.  Gary,  Mr.  Grant,  Mr.  Harrison,  Mr.  Iselin,  Mr.  Lcmicir, 
Mr.  Randolph,  and  Mr.  Steele  owned  common  stock.  All  6f  tbeo 
own  five  shares  of  common  stock  except  Mr.  lianier  and  Bfc.  Bbd- 
dolph,  who  owned  one  share  and  no  preferred  stock. 

The  Chairmat^.  You  mean  that  Mr.  Gary  and  Mr.  Lianier  do  not 
own  any  of  the  preferred  stock  ? 

Mr.  Douglas.  Technically  that  is  correct.  Mr.  Gary  owns  600 
shares  of  the  voting-trust  certificates,  preferred,  and  no  common. 

The  Chairman.  This  statement  on  the  page  given  in  Mr.  Dulaneyls 
testimony  is  misleading  and  tr^  m\^\.  ^^^^\I  clear  that  up. 
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Mr.  Harrison.  If  this  statement  is  put  in,  I  think  it  will  explain 
be  whole  thing.  It  would  seem  that  Mr.  Dulaney  was  testifying 
rom  this  statement. 

Mr.  Douglas.  He  read  the  wrong  column,  but  more  investment 

Spears  under  the  voting-trust  certificate  than  under  the  heading  of 
&  stock  itself.  As  a  matter  of  fact,  Mr.  Harrison,  I  suppose  we  are 
iistified  in  stating  that  the  situation  which  exists  here  is  that  the 
oard  of  directors  of  the  Southern  Railway  Co.  have  practically  no 
aterest  in  the  property  of  which  they  are  directors  and  trustees,  I 
3.ean  no  financial  mterest. 

Mr.  Harrison.  I  do  not  think  that  that  is  a  fair  assumption. 

Mr.  DoJCGLAs.  It  would  not  be  one  one-thousandth  of  1  per  cent  of 
tie  stock  of  the  Southern  Railway  Co.  ? 

Mr*  Harrison.  The  shares  which  stand  in  their  names  and  stood  in 
h.eir  names  during  the  period  of  the  voting  trust  were  shares  which 
hey  acquired  to  qualify  them  as  directors,  all  of  the  remainder  of 
h.e  stock  being  in  the  voting  trust.  There  were  a  few  shares  out- 
standing held  by  the  public. 

^  Mr.  D(juGi«Ag,  ^-VOiat  I  am  calling  attention  to  is  this :  Not  the  ques- 
tion of  how  the  voting  trust  stood,  but  as  to  the  actual  investment 
of  money  in  the  Southern  Railway  Co.  by  its  board  of  directors.  I 
ask  you  now  if  it  was  not  true  then,  years  ago,  and  more  true  now, 
that  thet  directors  of  the  Southern  Railway  Ca  have  not  now  and 
never  have  had  anything  more  than  a  mere  nominal  financial  interest 
in  the  Southern  .Railway  Co.  ? 

Mr;  Harrison.^^  I  have  no  information  on  that  subject  at  all  beyond 
what  the  record  states. 

Mr.  Douglas.  I  will  ask  you  from  this  record? 

Mr;  Harrison.  From  that  record  it  dees  not  appear  that  they  held 
and  substantial  interest  in  the  company. 

Mr.  Douglas.  I  will  ask  you,  from  your  large  experience,  as  a 
man  of  affairs,  if  you  have  ever  known  of  a  corporation  in  your  life, 
public-utility  corporation  or  otherwise,  where  members  of  the  board 
of  directors  had  practically  no  financial  interest  in  the  concern  that 
they  were  managing,  as  appears  to  be  the  case  with  the  Southern 
Railway  Co.? 

Mr.  Harrison.  I  deny  the  suggestion  contained  in  your  question. 
I  do  not  admit  that  they  have  no  other  interest. 

Mr.  Dougi;as.  I  am  talking  only  about  the  financial  interest. 

Mr.  Harrison.  As  to  financial  interest,  I  know  that  some  of  them 
ire  large  bondholders  in  the  company,  and  I  believe  some  of  them 
ire  stockholders,  to  a  considerable  extent,  in  the  company. 

Mr.  Douglas.  State  who  they  are. 

Mr.  Harrison.  I  know  Mr.  Iselin  is  a  large  bondholder  and  I  think 
le  is  a  large  stockholder. 

Mr.  Douglas.  To  what  extent  is  he  a  large  bondholder? 

'Mt^  Harrison.  I  do  not  know. 

Mr.  Douglas.  Has  he  as  much  as  $6,000,  $100,000,  or  ^,000  in- 
rested  in  bonds? 

Bfr.  Harrison*  I  do  not  know. 

Mi'.  Douglas*  Do  you  not  know,  as  a  matter' of  facty  that  the  only 
99«y  tkftt  Mr.  Iselin  has  any  interest  in  the  bonds  of  the  Souifchera 
Railway  Co.  is  because  of  the  sale  to  the  Souttern  Railway  Co.  of 
%  road  in  which  he  already  had  bonds  and  stocks? 
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Mr.  Harrison.  No.    I  know  Mr.  Iselin  has  bought  bonds  of 
Southern  Railway  Co.  proper. 

Mr.  Douglas.  To  what  extent? 

Mr.  Harrison.  He  has  bought  the  development  bonds,  these  un- 
fortunate 4  per  cent  bonds  I  am  telling  you  about. 

Mr.  Douglas.  I  do  not  want  the  exact  figures  but,  approximatdy 
to  what  extent? 

Mr.  Harrison.  I  am  unable  to  testify  as  to  the  amount.  I  was 
never  made  a  party  to  the  syndicate  which  bought  these  bonds.  I 
simply  know  from  the  fact  that  he  told  me. 

Mr.  Douglas.  Does  any  other  member  of  the  board  of  directors 
of  the  Southern  Railway  Co.  own  any  bonds  of  the  Southern  E^- 
way  Co.? 

Mr.  Harrison.  I  am  unable  to  testify  as  to  the  private  investments 
of  the  directors. 

Mr.  Douglas.  I  am  only  asking  if  you  know. 

Mr.  Harrison.  I  do  not  know. 

Mr.  Douglas.  Have  you  heard  whether  any  other  member  of  the 
board  of  directors  has  any  bonds  of  the  Southern  Railway  Co.? 

Mr.  Harrison.  I  do  not  know.  I  am  simply  able  to  testify  as  to 
what  he  has  told  me. 

Mr.  Douglas.  So  far  as  your  information  goes,  and  the  records 
goes,  they  have  no  interest  in  the  bonds  of  the  Southern  Railwaj 
Co.  at  all,  except  some  bonds  owned  by  Mr.  Iselin! 

Mr.  Harrison.  I  do  not  admit  the  suggestion  of  that  question. 

Mr.  Douglas.  Is  it  not  true  that  that  is  all  the  information  you 
have? 

Mr.  Harrison.  I  believe  most  of  them  have  a  substantial  interest 
in  the  Southern  Railway  Co.,  but  I  have  no  knowledge  on  which  to 
testify. 

Mr.  Douglas.  And  you  can  not  even  approximate  what  they  own, 
or  why  you  believe  it  ? 

Mr.  Harrison.  No;  I  can  not. 

Mr.  Douglas.  It  is  true,  is  it  not,  that  these  gentlemen,  or  most  of 
them,  have  very  large  interests  along  the  lines  of  other  railroads  in 
coal  and  other  enterprises? 

Mr.  Harrison.  I  have  no  knowledge  of  their  private  investments 
in  other  properties  any  more  than  I  have  in  the  Southern  Railway 
Co. 

Mr.  Douglas.  You  have  not? 

Mr.  Harrison.  No. 

Mr.  Douglas.  I  believe  it  was  at  your  suggestion  that  Judge  Gary 
was  put  on  the  board  of  directors  of  the  Southern  Railway  Co.  ? 

Mr.  Harrison.  I  did  make  the  suggestion. 

Mr.  Douglas.  You  know  something  of  his  interest,  other  than  his 
five  shares  of  stock  ? 

Mr.  Harrison.  I  know  his  official  position  and  not  his  private 
investments. 

Mr.  Douglas.  We  are  not  exactly  disposing  of  matters  here  in 
that  way,  or  at  least  I  did  not  so  understand  it.  I  am  asking  not  you, 
technically,  whether  he  owns  coal  mines  or  whether  he  has  stock  in 
any  coal  mines,  but  you  do  know  that  he  is  the  head  or  president  of 
the  United  States  Steel  Corporation  ? 
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Mr.  Harrison.  Yes ;  I  know  that. 

Mr.  Douglas.  And  has  large  coal  interests  ? 

Mr.  Harrison.  I  know  the  United  States  Steel  Corporation  has 
large  coal  interests. 

Mr.  Douglas.  On  the  Pennsylvania  Railroad  ? 

Mr.  Harrison.  I  do  not  know  that 

Mr.  Douglas.  Will  you  state  where  its  coal  interests  are  ? 

Mr.  Harrison.  My  suggestion  about  Judge  Gary,  as  I  testified  in 
the  beginning,  was  based  upon  his  relation  to  the  Tennessee  Coal  & 
Iron  Co. 

Mr.  Douglas.  I  am  not  asking  so  much  now  for  the  good  reasons 
you  have  for  putting  so  good  a  man  on  the  board,  but  I  am  trying  to 
ascertain  whether  or  not  there  might  have  been  some  bad  reasons, 
not  on  your  part,  but  some  reason  that  would  have  made  Mr.  Gary 
an  objectionable  member  of  the  board  of  directors  of  the  Southern 
Railway  Co.,  and  I  want  you  to  direct  your  attention  to  that.  Will 
you  tell  me  about  where  you  will  find  the  largest  coal  mines  of  the 
United  States  Steel  Corporation? 

Mr.  Harrison.  I  do  not  know. 

Mr.  Douglas.  Are  there  any  of  them  on  the  lines  of  the  Southern 
Railway  Co.? 

Mr.  Harrison.  The  Tennessee  Coal  &  Iron  Co.  has  coal  mines  on 
the  Southern  Railway. 

Mr.  Douglas.  You  mean  to  say  that  Mr.  Gary  is  a  stockholder  in 
the  Tennessee  Coal  &  Iron  Co.  ? 

Mr.  Harrison.  Mr.  Gary  represents  the  ownership  of  the  Tennes- 
see  Coal  &  Iron  Co.  as  an  official  of  the  United  States  Steel  Cor- 
poration. 

Mr.  Douglas.  You  do  not  know  where  any  coal  mines  of  the  United 
States  Steel  Corporation  are  located  ? 

Mr.  Harrison.  I  have  no  accurate  knowledge  of  that. 

Mr.  Douglas.  Have  jou  any  kind  of  knowledge  ? 
.  Mr.  Harrison.  Nothing  I  would  care  to  testify  to. 

Mr.  Douglas.  You  do  not  know,  as  a  matter  of  general  information, 
where  the  United  States  Steel  Corporation's  operations  are,  any  of 
them  ? 

Mr.  Harrison.  I  know  where  their  steel  mills  are.  I  have  seen 
their  maps  with  pictures  of  where  they  have  properties,  but  I  do  not 
carry  that  in  my  mind. 

Mr.  Douglas.  Is,  or  was.  Judge  Gary  interested  in  Pocahontas 
property  ? 

Mr.  Harrison.  It  never  occurred  to  me  that  he  was. 

Mr.  Douglas.  You  never  heard  of  that  ? 

Mr.  HL^RRisoN.  I  never  heard  of  it. 

Mr.  Douglas.  You  never  heard  that  he  was  the  principal  individual 
who  brought  about  the  bonding  and  the  ultimate  sale  of  the  Poca- 
hontas  Coal  Co.  and  the  majority  of  its  stock  to  the  Norfolk  & 
Western  Railroad  Co.? 

Mr.  Harrison.  I  have  been  devoting  all  of  my  life  to  the  affairs  of 
the  Southern  Railway  Co.,  and  I  do  not  know  about  what  other  people 
have  been  doing. 
-  Mr.  Douglas.  You  never  heard  that  at  all  ? 
,  Mr.  Harrison.  I  never  heard  that  before. 
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Mr.  Douglas.  Do  you  know  anything  about  Mr.  Iselin's  interest! 

Mr.  Harrison.  Yes. 

Mr.  Douglas.  I  want  to  know  whether  or  not  they  are  elsewhere 
than  on  the  line  of  the  Southern  Railway  Co. 

Mr.  Harrison.  Yes.  Mr.  Iselin  and  his  family  are  the  owncrr  of 
coal  properties  in  Pennsylvania  and  of  the  Buffalo,  Bochestar  A 
Pittsburgh  Railroad. 

Mr.  Douglas.  On  the  Pennsylvania  Railroad  too! 

Mr.  Harrison.  I  do  not  know.  I  have  never  been  over  his  rail- 
road and  have  never  seen  his  property.  His  principal  interest  in 
that  connection  is  in  the  development  of  the  Buffalo,  Rochester  & 
Pittsburgh  Railroad. 

Mr.  Douglas.  His  coal  mines  are  really  on  his  own  railroad?* 

Mr.  Harrison.  His  coal  moves  over  his  own  railroad.  I  have 
talked  with  him  about  it. 

Mr.  Douglas.  Who  constitutes  the  executive  or  finance  committee 
of  the  Southern  Railway  Co.  now? 

Mr.  Harrison.  We  have  no  finance  committee.  The  executive  com- 
mittee is  the  only  standing  committee  of  the  board  and  if  you  Imve 
that  report  before  you  that  will  show  you.  Mr.  Finley,  Mr.  Harri- 
son, Mr.  Gary,  and  Mr.  Steele.  The  vacancy  created  by  Mr.  FinlEy^ 
death  has  been  filled  by  the  selection  of  George  F.  Bater,  jr. 

Mr,  Douglas.  Has  George  F.  Baker,  jr.,  any  financial  interest  in 
the  Southern  Railway  Co.  ? 

Mr.  Harrison.  I  know  nothing  about  his  private  investments. 

Mr.  Douglas.  So  the  executive  committee,  composed  of  yourself, 
George  F.  Baker,  jr..  Judge  Gary,  Mr.  Iselin,  and  Mr.  Steele,  repre- 
sents, so  far  as  you  know,  a  very  nominal  interest  financially  in  the 
Southern  Eailway  Co.  ?    Is  not  that  true  ? 

Mr.  Harrison.  I  have  no  knowledge  of  that. 

Mr.  Douglas.  It  appears  from  this  record  that  these  gentlemen, 
who  composed  the  executive  committee,  now  own  as  follows : 

Judge  Gary,  5  shares;  Mr.  Harrison,  5  shares;  Mr.  Iselin,  6  shares; 
Mr.  Steele,  5  shares;  making,  in  all,  20  shares  of  the  common  stock 
of  the  Southern  Railway  Co.  and  none  of  its  preferred,  and,  so  far 
as  the  record  goes,  none  of  them  are  the  owners  of  any  of  the  bonds 
of  the  Southern  Railway  Co.  I  ask  you  if  I  have  correctly  stated 
the  situation  as  it  appears  to  you  ? 

Mr.  Harrison.  You  have  correctly  stated  the  record. 

Mr.  Douglas.  Do  you  know  anything  dehors  the  record  ? 

Mr.  Harrison.  I  have  no  knowledge  upon  which  I  can  testify. 

Mr.  Thom.  There  is  no  record  of  coupon  bonds. 

Mr.  Douglas.  I  understand  you  to  say  that  when  you  came  in  as 
president  of  the  Southern  Railway  Co.  you  asked  for  a  dissolution 
of  the  voting  trust  ? 

Mr.  Harrison.  Yes. 

Mr.  Douglas.  And  the  voting  trust  was  dissolved  on  or  about  the 
1st  of  July,  was  it  not  ? 

Mr.  Harrison.  Yes. 

Mr.  Douglas.  Did  not  the  voting  trust  dissolve  by  lapse  of  time 
by  its  own  operation? 

Mr.  Harrison.  No.  The  voting  trust  was  continued  from  year 
to  year  on  two  conditions.  One  that  it  might  be  terminated  by  the 
voting  trustees  of  their  own  motion  at  any  time,  and,  secondly,  that 
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the  stockholders,  or  rather  the  holders  of  the  voting-trust  certifi- 
cates, might  vote  for  the  dissolution  of  it  at  any  annual  meeting  of 
the  stockholders. 

Mr.  Douglas.  The  holders  of  the  voting-trust  certificates  could  vote 
to  dissolve  it  at  any  annual  meting  ? 

Mr.  Habrison.  Y  es. 

Mr.  Douglas.  Who  held  those  certificates  as  against  the  stock  it- 
self, the  owners  of  the  stock! 

Mr.  Habrison.  Yes.  The  certificates  were  held  by  12,000  indi- 
viduals, and  they  were  the  people  represented  by  the  voting  trustees^ 
the  legal  owners  of  the  stock. 

Mr.  Douglas.  As  a  matter  of  fact,  speaking  of  it  practically,  it  put 
the  continuation  of  the  voting- trust  agreement  in  the  hands  of  the 
voting  trustees  to  continue  it  pretty  much  as  they  pleased? 

Mr.  Harbison.  The  stockholders  evinced  no  interest  in  the  situation 
and  took  no  steps  to  dissolve  the  voting  trust,  which  probably  would 
have  continued  indefinitely  if  the  voting  trustees  had  not  acted. 

Mr.  Douglas.  You  maue  the  statement  on  yesterday,  I  believe^ 
that  about  32  per  cent  of  the  stock  of  the  Southern  Railway  Co.  was 
held  by  two  banking  houses,  or  at  least  I  understood  you  to  express 
it  that  way. 

Mr.  Habbison.  Certain  foreign  stock  exchange  houses. 

Mr.  Douglas.  Amounting  to  32  per  cent. 

Mr.  Habbison.  Of  the  common  stock. 

Mr.  Douglas.  You  did  not  mean,  I  suppose,  to  convey  the  idea 
to  the  committee  that  that  represented  all  the  stock  of  the  Southern 
Bailway  Co.  held  by  foreign  investors? 

Mr.  Habbison.  No.  I  was  simply  illustrating  that  there  was  a 
large  block  of  the  common  stock,  as  large  a  block  as  under  normal 
circumstances  might  be  said  to  represent  the  control  of  the  company, 
which  was  held  by  certain  stock  exchange  houses,  and,  under  our 
knowledge  of  such  things,  it  is  not  probable  that  they  held  it  for  their 
own  account. 

Mr.  Douglas.  Is  it  not  true  that  from  70  to  75  per  cent  of  the  com- 
mon stock  of  the  Southern  Kailway  Co.  is  held  abroad? 

Mr.  Habbison.  I  have  not  made  the  figure,  but  it  is  possible. 

Mr.  Douglas.  Is  there  any  stock  held  in  the  South  ? 

Mr.  Harbison.  Very  little. 

Mr.  Douglas.  Are  any  of  the  bonds  held  in  the  South  ? 

Mr.  Habbison.  Yes. 

Mr.  Douglas.  To  any  appreciable  extent? 

Mr.  Harrison.  Not  to  an  appreciable  extent.  I  made  some  figures 
the  other  day,  from  the  income-tax  returns,  showing  owners  of  cou- 

Eon  bonds.  We  took  a  representative  lot  of  $110,000,000  of  Southern 
Railway  Co.  bonds  of  all  kinds,  and  we  found  that  they  were  held 
by  11,000  individuals,  on  an  average  of  about  $10,000  each.  They 
v^ere  held  in  every  State  of  the  United  States  except  the  Southern 
States.  I  think  about  3  per  cent  of  the  whole  $110,000,000  worth 
were  held  in  the  Southern  States,  and  most  of  them  in  the  cities  of 
Richmond  and  Louisville. 

Mr.  Douglas.  And  they  are  largely  held  abroad,  too? 

Mr.  Harrison.  Yes ;  a  good  many  of  them  held  abroad. 

Mr.  Douglas.  The  majority,  would  you  say? 
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Mr.  Harrison.  No;  not  a  majority.  I  would  like  to  add,  in  that 
discussion,  that  when  we  sold  these  Atlanta  &  Charlotte  Air  Line 
bonds,  I  was  determined  to  make  an  effort  to  have  some  of  our  se- 
curities held  in  the  South,  and  I  got  the  permission  of  the  syndicate 
who  bought  these  bonds  to  offer  to  our  depository  banks  through- 
out the  South  some  of  them  at  the  price  at  which  the  syndicate  was 
to  offer  them  to  the  public,  less  a  quarter  of  1  per  cent  commission. 
The  syndicate  did  not  think  that  any  of  them  would  be  taken  in  the 
South.  I  was  doubtful,  but  I  was  very  anxious  to  try  the  experi- 
ment. Enough  of  our  depository  banks  responded  to  that  suggestion 
to  place  one-half  million  dollars  of  those  bonds  in  the  South.  It  is 
a  small  thing,  but  a  comfortable  tendency. 

Mr.  Douglas.  You  laid  stress  on  yesterday,  and  not  without  effect, 
on  the  fact  that  this  railroad  company's  omcers,  so  far  as  its  execu- 
tives were  concerned,  had  been  southern  men — ^Mr.  Spencer,  from 
Georgia ;  Mr.  Finley,  from  Mississippi ;  and  yourself,  from  Virginia^ 
although  your  modesty  did  not  refer  to  yourself.  Is  it  not  true, 
nevertheless,  that  this  corporation  from  its  inception — I  mean  to  say 
from  the  time  of  its  reorganization  in  1894r-95 — ^had  been  officered,  so 
far  as  the  board  of  directors  is  concerned,  by  from  three- fourths  to 
nine-tenths  by  men  who  are  not  from  the  South,  but  men  from  New 
York? 

Mr.  Harrison.  That  is  a  fact.  The  boatd  of  directors  has  sat  in 
New  York  and  has  been  made  up  of  people  resident  in  New  York. 

Mr.  Douglas.  And  the  stock  ownership  is  owned,  say,  70  to  75 
per  cent  abroad? 

Mr.  Harrison.  Throughout  the  world. 

Mr.  Douglas.  And  practically  none  of  it  in  the  South;  and  its 
bonds  are  owned  less  than  3  per  cent  in  the  South.  It  is  a  southern 
corporation,  and  therefore,  so  far  as  its  chief  executive  is  concerned 
and  in  so  far  as  its  physical  properties  and  operations  are  concerned, 
it  is  in  the  South,  but  the  southern  people,  as  such,  have  no  financial 
interest  in  the  Southern  Railway  ?  Do  I  correctly  describe  the  situa- 
tion? 

Mr.  Harrison.  The  southern  people  do  not  own  the  securities  of 
the  Southern  Railway  Co.,  though,  in  my  judgment,  they  have  a 
large  financial  interest. 

Mr.  Douglas.  Just  as  they  have  a  large  financial  interest  in  any 
enterprise  in  the  South? 

Mr.  Harrison.  Yes. 

Mr.  Douglas.  But  in  no  other  sense? 

Mr.  Harrison.  They  are  fortunate  enough  to  have  other  people 
supply  the  money  to  carry  on  their  business. 

Mr.  Thom.  The  market  is  open  to  them  to  buy  their  securities? 

Mr.  Harrison.  Yes. 

Mr.  Douglas.  In  that  connection,  I  have  no  doubt  you  can  state 
without  reference  to  notes  the  total  mileage  of  the  Southern  Railway 
Co.  now? 

Mr.  Harrison.  Seven  thousand  miles  of  the  Southern  Railway  Co. 
proper,  but  of  all  the  system  of  which  I  am  charged  with  the  respon- 
sibility the  mileage  is  about  10,000. 

Mr.  Douglas.  Will  you  state  to  the  committee,  if  you  can,  what  is 
the  average  capitalization  per  mile  of  the  Southern  Railway  Co.? 
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Mr,  Habrison.  I  would  rather  not  make  that  figure  without  noteSi 

Mr.  Douglas.  If  you  would  give  it  to  me  approximately  and  then 
furnish  a  statement,  I  would  be  much  obliged. 

Mr.  Habrison.  If  you  will  tell  me  just  what  you  want 

Mr.  Douglas.  I  want  to  know  what  is  the  average  capitalization  of 
the  Southern  Railway  Co.  on  a  mileage  basis. 

Mr.  Harrison.  Stocks  and  bonds? 

Mr.  Douglas.  Yes.  I  would  rather  you  would  separate  them,  how* 
ever,  if  you  can. 

Mr.  Harrison.  On  the  lines  owned  by  the  Southern  Railway  Coi 
or  operated  by  the  Southern  Railway  Co.  ? 

Mr.  Douglas.  I  mean  the  whole  Southern  system. 

Senator  Chilton.  Could  not  that  be  easily  done  by  dividing  thd 
stock  and  bonds  and  taking  the  average? 

Mr.  Douglas.  Yes.    Did  you  say  7,000  or  10,000  miles  ? 

Mr.  Harrison.  I  said  10,000  for  all  the  lines  in  the  system,  and  th^ 
Southern  Railway  proper  is  about  7,000. 

Mr.  Douglas.  Ten  thousand  is  the  figure  for  the  whole  system,  and 
I  am  going  to  ask  for  stock-and-bond  capitalization  of  the  whole 
system. 

Mr.  Harrison.  I  have  not  made  those  figures  recently,  and  wd" 
have  created  some  new  securities  this  winter,  and  I  will  have  to  make 
the  figures  again  to  give  them  correctly. 

Mr.  Douglas.  The  total  capital  stock  is  around  $200,000,000  ? 

Mr.  Harrison.  $180,000,000. 

Mr.  Douglas.  About  what  is  the  total  bond  issue? 

Mr.  Harrison.  About  $250,000,000,  or  something  jnore. 

Mr.  Lyon.  $180,000,000  reierred  to  in  this  report,  and  the  $264,* 
000,000  covering  7,000  miles. 

Mr.  Harrison.  Yes. 

Mr.  Douglas.  That  would  make  a  capitalization  of  about  sixty* 
odd  thousand  dollars  a  mile.  I  believe  you  have  stated,  on  your 
direct  examination,  that  the  Southern  Railway  Co.,  when  it  was 
brought  together — I  suppose  you  mean  when  it  was  reorganized — * 
iiad  but  two  tidewater  outlets,  Westpoint,  Va.,  and  Brimswick,  Ga.  ? 

Mr.  Harrison.  Yes. 

Mr.  Douglas.  I  believe  you  described  Mr.  Spencer's  administra- 
tion as  the  constructive  era  of  the  Southern  Road  ? 

Mr.  Harrison.  Making  the  map. 

Mr.  Douglas.  And  it  was  his  province  and  his  function  to  bring 
together  the  various  parts  that  constitute  the  map  of  the  Southern 
Railway  ? 

Mr.  Harrison.  Yes. 

Mr.  Douglas.  And  during  that  administration,  that  lasted  several 
years,  he  bought  a  good  many  properties  for  the  Southern  Railway 
Co.  Am  I  correct  in  stating  that  he  sought  to  acquire  for  the  South- 
ern Railway  Co.  properties  that  led  into  the  coal  mines  in  the  moun* 
tains  and  outlets  to  tidewater  on  the  seacoast? 

Mr.  Harrison.  He  sought  to  establish  the  Southern  Railway  at  the 
gateways  to  the  South.  The  coal  acquisition  was  an  incident  and 
subsequent  development,  and  it  was  not  part  of  the  original  plan  of 

making  the  map. 

Mr.  Douglas.  It  would  have  been  a  proper  part  of  the  initial 

scheme,  would  it  not? 
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Mr.  Harrison.  Not  considering  the  condition  of  the  raihroads  in 
the  South  at  the  time. 

Mr.  Douglas.  But,  at  any  rate,  putting  the  policies  of  th 
Southern  Railway  Co.  together,  that  has  heen  the  polioy  as  tuh 
nounced  and  acted  upon  by  Mr.  Spencer  and  subsequently  by  ft. 
Finley ,  which  included  the  two  propositions  of  getting  to  ibtod 
fields  and  getting  out  to  tidewater.    That  is  correct,  is  it  notl 

Mr.  Harrison.  No,  sir.  As  I  stated  in  my  direct  examination,  the 
problem  of  getting  coal  on  the  Southern  Railway  mines  to  tidewttaf 
is  a  new  policy.  The  original  policy  and  the  one  under  which  m 
worked  during  all  the  years  which  has  had  the  support  of  our  iiwfcelli- 
gence,  was  the  one  of  providing  sufficient  coal  to  the  industries' on  oor 
railroads. 

Mr.  Douglas.  And  therefore  to  interior  rather  than  to  tidewatff 
points? 

Mr.  Harrison.  Yes;  but  to  points  on  our  railroad. 

Mr.  Douglas.  Yet  it  is  a  fact,  is  it  not,  that  during  Mr.  Speneer^ 
administration  you  acquired  tidewater  outlets  for  the  Southern  Rail- 
way extending  all  the  way  from  Norfolk  to  New  Orleans? 

Mr.  Harrison.  We  acquired  a  line  to  Norfolk,  a  line  to  Charlestei, 
a  line  to  Savannah,  and  a  line  to  Jacksonville.  -p 

Mr.  Douglas.  And  you  had  a  line  to  Brimswick?  ■ 

Mr.  Harrison.  We  had  a  line  to  Brunswick. 

Mr.  Douglas.  Had  you  a  line  to  Fernandino? 

Mr.  Harrison.  No. 

Mr.  Douglas.  Have  you  any  to  Mobile? 

Mr.  Harrison.  We  acquired  a  line  to  Mobile. 

Mr.  Douglas.  And  you  have  a  line  to  New  Orleans? 

Mr.  Harrison.  An  interest  in  a  line  to  New  Orleans. 

Mr.  Douglas.  You  have  an  outlet  at  New  Orleans? 

Mr.  Harrison.  We  can  get  to  New  Orleans. 

Mr.  Douglas.  Have  you  any  line  to  Galveston? 

Mr.  Harrison.  No.     We  have  nothing  west  of  the   Mississipp 
River. 

Mr.  Douglas.  Were  all  of  these  outlets  to  tidewater  acquired  dur- 
ing Mr.  Spencer's  administration? 

Mr.  Harrison.  Every  one  of  them.  I  would  like  to  state  from  the 
time  of  Mr.  Spencer's  death  to  the  time  of  Mr.  Finley's  death  there 
was  not  a  mile  of  acquired  railroad  added  to  the  Southern  Railway 
Co.'s  mileage. 

Mr.  Douglas.  You  say  Mr.  Finley's  duty  was  to  build  up  the 
organization  ? 

Mr.  Harrison.  Yes ;  and  to  digest. 

Mr.  Douglas.  What  coal  lines — I  use  that  because  I  think  it  will 
convey  the  idea  to  your  mind  correctly — were  conveyed  to  your  rail- 
road under  the  Spencer  administration,  and,  approximately,  what 
did  they  cost  the  Southern  Railway  Co.  ? 

Mr.  Harrison.  We  had,  as  part  of  the  original  Richmand  &  Dan- 
ville system,  the  Georgia  Pacific  line,  which  carried  coal  in  the 
Birmingham  district.  I  am  unable  to  state  what  that  cost  the  South- 
ern Railway  Co.,  because  it  came  through  the  reorganization  plan. 
We  acquired  the  Louisville,  Evansville  &  St.  Louis  Railroad,  which 
we  call  the  St.  Louis  division,  extending  from  Louisville  to  St.  Louis, 
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'bioh  is  a  large  coal  carrier  to  the  Mississippi  Biver  and  St.  Louid^ 
tat  cost,  as  I  remember,  about  $10,000,000. 

Mr.  Douglas.  Which  road  was  that? 

Mr.  Habrison.  Our  St.  Louis  division,  north  of  the  'Ohio  Kiver* 
tr.  Spencer  acquired  the  Knoxville,  Cumberland  Gap  &  Louisville 
iailroad,  which  cost  $937,205.44. 

Mr.  Douglas.  The  Virginia  &  Southwestern  Eailway  cost  the 
leirili^^  Railway  Co.  upward  of  $10,000,000,  did  it,  or  $12,000,000  ? 

Mr.  Harrison.  It  cost  $4,000,000  for  the  stock. 

Mr.  Douglas.  Then  you  put  a  bond  issue  of  $7,000,000  or  $8,000,000 
n  the  rOad? 

Mr.  Harrison.  We  created  a  mortgage  to  secure  $7,000,000  of 
onds,  of  which  we  issued  $5,000,000  for  new  construction. 
*  Mr.  Douglas.  And  then  assumed  the  other  $2,000,000,  which  was 
Biken  care  of  out  of  the  $7,000,000 — five  million  for  betterments  and 
»vo  million  for  the  old  mortgage,  making  a  total  of  $7,000,000. 

Mr.  Harrison.  They  never  were  exchanged. 

Mr.  Douglas.  They  were  intended  to  retire  the  other  two  million  ? 

Mr.  HUrrison.  When  they  matured. 

Mr.  Douglas.  And  that  made  the  total  capitalization  of  the  Vir- 
inia  &.  Southwestern  Railway  Co.  $11,000,000? 

Mr.  Harrison.  No  ;  so  far  as  the  Virginia  &  Southwestern  was  con- 
cmed  the  capitalization  did  not  change,  except  as  to  the  bond  issue. 

Mr.  Douglas.  The  Southern  Railway  Co.  guaranteed  the  bond  ? 

Mr.  Harrison.  No. 

Mr.  Douglas.  The  Southern  owns  the  stock  subject  to  a  bond  issue 
d  $7,000,000? 

Mr.  HUiffiisoN.  Yes. 

Mr.  Douglas.  What  other  railroads  did  you  buy  in  the  coal-mine 
^egion  in  that  neirfiborhood  ? 

Mr.  Harrison.  The  other  railroads  which  reached  coal  properties,^ 
»r  were  bought  in  connection  with  the  coal  traflSc,  were  the  Knoxville 
h  Bristol  Railway,  for  which  the  record  shows  we  paid  $180,000. 

Mr.  Douglas.  That  property  was  offered,  was  it  not,  to  a  number 
•f  people,  including  the  Southern,  the  year  before  it  bought  it,  for 
40,000? 

Mr.  Harrison.  I  heard  Mr.  Dulaney  so  testify. 

Mr.  Douglas.  Have  you  ever  heard  anything  to  the  contrary  ? 

Mr.  Harrison.  No;  not  to  the  contrary.  I  never  heard  anything 
Ise  to  support  that. 

Mr.  Douglas.  In  order  to  save  time,  I  will  ask  you  if  you  will 
indly  furnish  to  the  committee  a  statement  showing  the  list  of  the 
ailroads  acquired  by  he  Southern  Railway  Co.  durmg  the  Spencer 
dministration  and  the  prices  paid  for  them,  respectively,  and  from 
[^hom  they  were  purchased.    Do  you  object  to  doing  that? 

Mr.  Harrison.  I  do  not  object  to  it.    It  is  all  there. 

Mr.  Douglas.  If  it  is  there,  then  I  do  not  desire  to  have  you  do  it 
^ver  again. 

Mr. , Harrison.  I  was  asked  bv  the  Department  of  Justice,  on  be- 
lalf  of  this  inquiry,  to  prepare  that  information.    It  has  just  been 

jrepared. 

Mr.  Douglas.  Without  taking  the  time  to  read  it,  I  would  like  to 
lave  this  go  into  the  record. 

The  Chairman.  Very  well ;  it  will  be  submitted  «ut  tki^  ^^ydX.* 
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^UTHEBN    Railway   Co.    Memorandum    of    Railroads    Purchased  Betwedt 

January  1,  1896,  and  June  15,  1914. 

icnoxville,  cumberland  gap  &  louisville  railway — knoxville  belt  bahboia 

April,  1896. 

{LQOXville,  Tenn.,  to  Cumberland  Gap,  Tenn miles—        62.36 

^noxvllle  to  Belt  Junction,  Tenn do 5.85 

Capital  stock  of  Knoxville,  Cumberiand  Gap  &  Louisville  Ry.  Co $1,500,000 

Bonded  debt  of  Knoxville,  Cumberland  Gap  &  Louisville  Ry.  Co 1,500,000 

Capital  stock  of  Knoxville  Belt  R.  R.  Co 1,000 

The  stock  and  bonds  of  this  property  were  acquired  April  1,  1896,  and  the 
Moperiy  later  conveyed  to  Southern  Railway  Co.  by  deed  dated  June29,189i 
yor  this  property,  free  of  bonded  debt,  Southern  Railway  Co.  agreed  to  pay  in 
IQOney  $937,205.44. 

Negotiations  for  the  purchase  of  this  property  were  had  with,  and  the  prep- 
ay was  purchased  from,  August  Belmont  &  Co.,  bankers,  New  York. 


GEORGIA   MIDLAND   RAILWAY. 

June,  1896. 
Columbus  to  McDonough,  Ga miles—         97.8S 


Capital   stock $1, 000,0 

Ponded  debt  (first  mortgage  3  per  cent  50-year  bonds) 1,650,(1 

This  railroad  was  leased  by  Southern  Railway  Co.  under  agreement  with 
Georgia  Midland  Railway  Co.,  dated  June  18,  1896,  for  a  term  to  expire  Octo- 
ber 2,  1995,  at  a  rental  of  $52,000  per  year. 

This  lease  followed  the  purchase  by  Georgia  Midland  Railway  Co.  of  the 
jfailroad,  at  foreclosure  sale  under  mortgages,  of  Georgia  Midland  &  Gulf  Rail- 
road Co.,  and  as  a  part  of  the  lease  transaction,  and  the  payment  of  rental 
suflacieut  to  meet  the  interest  upon  the  bonds  and  rental  of  terminals  at  Co- 
lumbus, Ga.,  Southern  Railway  Co.  received  the  $1,000,000  of  capital  stock  ol 
Georgia  Midland  Railway  Co.  without  fnrtljer  p.iyment,  the  negotiations  b^ 
had  with  a  committee  consisting  of  Messrs.  R.  A.  Lancaster,  William  H. 
i*almer,  and  George  Sherman,  of  New  York,  and  Mr.  G.  Gun  by  Jordan,  of  Co- 
lumbus, Ga.,  representing  the  bondholders  of  the  Georgia  Midland  &  Gnli 
Jlailroad  Co. 


MEMPHIS   &    CHARLESTON    RAILROAD. 

February,  1898. 

Memphis,  Tonn.,  to  Stevenson,  Ala miles 271. 

^ranches do 20. 

Capital  stock  of  Memphis  &  Charleston  R.  R.  Co $5,312,' 

Bonded  debt  of  Memphis  &  Charleston  R.  R.  Co 5,  524,  < 

This  property  was  acquired  February,  1898,  and  was  conveyed  to  South 
llailway  Co.  by  deed  dated  February  26,  1898. 

For  this  property,  free  of  bonded  debt.  Southern  Railway  Co.  agreed  to  I 
in  money,  to  the  Borg  committee,  $1,270,955.22;  in  securities,  through  the  Is 
committee,  $5,083,000  par  value  Southern  Railway  Co.  Memphis  division  1 
yiortgage  4-5  per  cent  bonds,  which  were  considered  in  the  negotiations  tc 
worth  91  per  cent  of  par,  or  $4,625,530 ;  $2,990,400  par  value  Southern  Rail^ 
Co.  preferred  stock,  which  was  at  the  time  selling  in  the  market  at  abou 
per  cent  of  par,  or  $897,120.  Approximate  total  price  paid,  expressed  in  mo: 
$6,799,605.22. 

Negotiations  for  the  purchase  of  this  property  were  had  with  two  commit 
Representing  security  holders,  \\2.  *. 
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rganization  committee,  composed  of  Messrs.  Adrian  Iselin,  jr.  (chair- 
V  York  City ;  Frederick  Cromwell,  New  York  City ;  W.  Emlen  Roose- 
York  City ;  Edward  H.  Gibbs,  New  York  City. 

amittee  presenting  the  general-mortgage  bondholders,  composed  of 
mon  Borg  (chairman),  New  York  City;  J.  Kennedy  Tod,  New  York 
;rt  S.  Roe,  New  York  City;  Emanuel  Lehman,  New  York  City;  J.  J. 
James  A.  Blair ;  and  Horace  E.  Garth. 


CAROLINA  &  CUMfiERLAND  GAP  RAILWAY. 

August,  1898. 
S.  C,  to  Aiken,  S.  C miles__        23.  58 

►ck  of  Carolina  &  Cumberland  Gap  Ry.  Co $340, 000 

bt  of  Carolina  &  Cumberland  Gap  Ry.  Co 210,000 

perty  was  acquired  in  1898  and  conveyed  to  Southern  Railway  Co.  by 
I  August  31,  1898. 

property,  free  of  bonded  debt,  Southern  Railway  Co.  agreed  to  de- 
OOO  par  value  of  its  Aikan  Branch  first-mortgage  4  per  cent  bonds, 
jt  value  of,  say,  90  per  cent  of  par,  or  a  total  money  value  of  $135,000. 
ions  for  the  purchase  of  this  property  were  had  with,  and  It  was 

from,  Atlantic  Trust  Co.,  New  York  (now  the  Metropolitan  Trust 
city  of  New  York),  through  its  president,  Mr.  L.  V.  F.  Randolph. 


MOBILE   &   BIRMINGHAM    RAILROAD. 

March,  1899. 
a.,  to  Marion  Junction,  Ala miles 148.55 

3ck  of  Mobile  &  Birmingham  R.  R.  Co.: 

on    — r $900, 000 

j.^ 9()Q    QQQ 

bt  Of  Mobile  &  Birmingham  R.  R.  Co 1, 800*,  000 

Southern  Railway  Co.  began  the  acquisition  of  common  stock  of 
Birmingham  Railroad  Co.,  offering  $5  per  share  of  $100  par  value, 
cquired  8,949  shares.    It  has  also  acquired  by  purchase  205  shares 
'erred  stock.    The  total  cost  of  the  stock  has  been  $61,797.20. 
ions  for  the  purchase  of  this   stock  were  had  with  the  English 

the  stock  through  the  English  Association  of  American  Bond  and 
iers  ( Ltd. ) ,  of  London,  and  Messrs.  J.  S.  Morgan  &  Co.,  of  London. 
)erty  was  leased  to  Southern  Railway  Co.  on  March  1,  1899,  for  99 
1  annual  rental  equal  to  interest  on  the  bonded  debt  and  4  per  cent 
pon  the  preferred  stock,  such  rental  aggregating  $114,000  per  year. 
ions  for  the  lease  were  had  with  Mr.  Joseph  Price,  chairman  of  the 
rectors  of  Mobile  &  Birmingham  Railroad  Co.,  and  Mr.  Thomas  G. 
ident  of  the  company  in  America. 


NORTHERN  ALABAMA  RAILWAY. 

April,  1899. 

Ua.,  to  Parrish,  Ala miles__  95.  56 

do 22.18 

1899,  Southern  Railway  Co.  purchased  stock  and  bonds  of  Northern 
lailway  Co.  as  follows: 

•ck,  par  value $1,895,400 

a  total  issue  of  $1,943,300. 

.__ 1, 618, 000 

a  total  issue  of  $1,650,000. 

1 . 1-    3,  513, 400 

ch  Southern  Railway  Co.  paid  $1,458,SQ'I  .^1. 
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NogotiatiQiiB  for  the  parcbase  of  these  secaritles  were  had  witb  Bfr.  William 
Stewart  Tod,  of  J.  Kennedy  Tod  ft  Co.,  46  Wall  Street,  New  Tork. 


SOUTH  CABOUNA  A  GEORGIA  SAILBOAD. 

April,  1899. 

Oharleston,  S.  C,  to  Augusta,  (Ja miles..-         137.80 

Branches do 119.42 


Bonded  debt $5, 250,  OW 

In  May,  1899,  Southern  Railway  CJo.  acquired  by  purchase  35.649  shares  of 
stock  of  South  Carolina  &  Georgia  Railroad  Co.  out  of  a  total  issue  of  50,000 
shares.  This  stock  was  bought  from  Mr.  Charles  Parsons,  New  York  City,  aid 
other  holders  represented  by  him,  negotiations  being  conducted  tbrough  MesenL 
Strong,  Sturgis  &  Co.,  New  York,  and  the  price  paid  was  60  and  601  per  cent 
of  par,  involving  a  payment  in  money  of  $2,158,401.50.  Subsequently  Soutbcfii 
Railway  Co.  purchased  many  small  lots  of  this  stock  from  the  holdera  theroal^ 
securing  in  this  way  564  additional  shares,  bringing  the  total  amount  aoquirei 
UP  to  36;213  shares,  and  making  the  total  cost  in  money  $2„352,145.75. 


m 


Id 
\\ 


AUGUSTA    SOUTHERN    RAILROAD. 

April,  1899  (under  lease) . 
Augusta,  Ga.,  to  Tennille,  Ga miles__  82.5 

Capital  stock: 

Preferred $350,000 

Common 400,000 

$750,000 

Bonded  debt 400,000 

In  January,  1901,  Southern  Railway  acquired  by  purchase,  through  negotia- 
tions had  with  Mr.  F.  M.  Colston,  of  Baltimore,  Md.,  acting  for  a  committee  with 
which  stock  of  the  Augusta  Southern  Railroad  Co.  had  been  pooled  for  the 
purpose  of  concerted  action,  the  following  stock : 

Conmion  stock,  $291,500 ;  preferred  stock,  $291,500 ;  for  which  Southern  Rail- 
way Co.  paid  in  cash  the  sum  of  $116,600.  Southern  Railway  Co.  subsequently 
purchased  in  November,  1902,  from  A.  Dutenhofer,  5  shares  of  preferred  and  5 
shares  of  common,  for  which  It  paid  $200.  In  December,  1902,  from  Mrs.  Sarah 
J.  Colburn,  40  shares  of  preferred  and  40  shares  of  common,  for  which  it  paid 
$1,600. 

BIRMINGHAM    SOUTHERN   RAILROAD. 

April,  1899. 

Various  lines  and  spurs  In  Birmingham,  Ala.,  district miles 78.83 

Preferred  stock  of  Birmingham  Southern  R.  R.  Co '_  $300,000 

Common  stock  of  Birmingham  Southern  R.  R.  Co 300,000 

In  April,  1899,  Southern  Railway  Co.  purchased  one-half  of  this  stock  at  a 
cost  of  $550,000. 

Negotiations  for  the  purchase  of  this  stock  were  had  with,  and  It  was 
purchased  from.  Tennessee  Coal,  Iron  &  Railroad  Co.,  which  company  owned 
the  stock.  This  stock  was  resold  to  the  Tennessee  Coal,  Iron  &  Railroad  Co.,  on 
July  1,  1906,  at  the  net  cost  of  same  to  that  date  to  Southern  Railway  Co.,  less 
the  agreed  value  of  the  Woodstock-Blocton  line,  which  was  conveyed  by  the 
Birmingham  Southern  to  the  Woodstock  &  Blocton  Railway  Co. 
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ATLANTIC  &  YADKIN  RAILWAY. 

May,  1899. 
)rd,  N.  C,  to  Mount  Airy,  N.  C,  and  branches miles—  166 

al    stock $1, 000, 000 

ed    debt 1, 500, 000 

January,  1899,  the  railroad  and  property  of  the  Cape  Fear  &  Yadkin 
y  Railway  Co.,  including  the  line  described,  were  sold  at  foreclosure  sale 
purchased  by  a  committee  controlling  the  bonds  of  the  Cape  Fear  &  Yadkin 
Y  Railway  Co.,  who  conveyed  the  property  to  the  Atlantic  &  Yadkin  Rall- 
ZJo.,  on  January  31,  1899.  Thereafter,  on  May  13,  1899,  the  said  company 
yed  to  the  Wilmington  &  Weldon  Railroad  Co.  that  portion  of  the  rail- 
located  east  and  south  of  Sanford,  N.  C,  leaving  in  the  Atlantic  &  Yad- 
lailway  Co.,  the  line  from  Sanford,  N.  C,  to  Mount  Airy,  N.  C.,  and 
hes.  The  stock  and  bonds  of  the  Atlantic  &  Yadkin  Railway  Co.  were 
upon  delivei-ed  to  Southern  Railway  Co.,  the  cost  to  said  company  being 
',886.83,  representing  the  amount  expended  by  Southern  Railway  Co. 
itribution  toward  the  cost  of  the  bonds  of  the  Cape  Fear  &  Yadkin  Valley 
'^ay  Co.,  purchased  in  the  market  from  many  holders,  the  possession  of 
I  enabled  the  said  committee  to  accomplish  the  purchase  of  the  proper^ 
d  foreclosure  sale.  The  bonds  were  guaranteed  by  Southern  Railway  Co, 
old.    The  stock  is  now  held  by  Southern  Railway  Co. 


CAROLINA  MIDLAND  RAILWAY — SIEVERN  &  KNOXVILLE  RAILROAD. 

May,  1899. 

hurg,  S.  C,  to  Allendale,  S.  C miles—    72 

March  11,  1899,  Southern  Railway  Co.  made  an  agreement  to  purchase 
utstanding  $532,500  par  value  of  stock  and  $720,000  bonds  of  Carolina 
ind  Railway  Co.  and  $140,000  par  value  of  stock  of  Sievern  &  KnoxviUe 
oad  Co.,  and  to  pay  for  all  of  said  securities  at  the  rate  of  $6,250  per 
»f  main  track,  or  a  total  of  $450,000,  in  pursuance  of  which  contract  South- 
Lailway  Co.  actually  paid  $440,361.31. 

3  negotiations  for  the  purchase  of  these  securities  were  had  and  the  con- 
of  purchase  made  with  Messrs.  George  A.  Wagener  and  F.  W.  Wagener, 
larleston,  S.  C,  representing  the  holders  of  securities  of  the  Southern 
tment  Co.  and  the  Sievern  &  KnoxviUe  Railroad  Co.  Subsequent  to 
cquisition  by  the  Southern  Railway  Co.  of  the  securities  of  the  Carolina 
md  Railway  Co.  and  Sievern  &  KnoxviUe  Railroad  Co.  a  "cut-off"  line 

Perry,  S.  C,  to  Cayce,  S.  C,  and  an  extension  from  Allendale,  S.  C, 
irdeville,  S.  C,  were  constructed  under  the  Carolina  Midland  charter. 


ATLANTIC  &  DANVILLE  RAILWAY. 

August,  1899. 

ille,  Va.,  to  West  Norfolk,  Va miles__  205. 10 

ches do 62. 59 

ithem  Railway  Co.,  through  negotiations  with  Mr.  B.  Newgass,  of  London, 
md,  and  by  agreement  of  lease,  dated  August  31,  1899,  leased  for  a  period 
pire  July  1, 1949,  the  Atlantic  &  Danville  Railway. 

jthem  Railway  Co.  owns  no  stock  or  bonds  issued  by  the  Atlantic  &  Dan- 
Railway  Co. 


NORTHEASTERN   RAILROAD  OF  GEORGIA. 


November,  1899. 
Ga.,  to  Athens,  Ga miles..    88. 93 

rchased  by  Southern  Railway  Co.  on  October  31,  1899,  from  the  State  o£ 
?ia,  for  the  price  of  $307,000. 
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LOUISVILLE,  EVAN8VILLE  ft   ST.  LOUIS   CONSOLIDATED  BAILBOAD. 

December,  1900. 

New  Albany,  Ind.,  to  East  St.  Louis,  111 mlles__  263.04 

Branches  do 103.10 


366.14 


Bonded  debt  of  Louisville,  Evansville  &  St.  Louis  CJonsolidated  Railroad  Co. 
was  $10,645,350,  consisting  of— - 

First  mortgage  6  per  cent  bonds $3,200,000 

Second  mortgage  6  per  cent  bonds 670,000 

CJonsolidated  mortgage  5  per  cent  bonds 3,797,500 

General  mortgage  4  per  cent  l)onds 2,977,850 

Default  having  been  made  in  the  payment  of  interest  upon  the  various  issoes 
of  these  bonds,  the  property  was  in  the  hands  of  a  receiver,  when  Southern  Bail- 
way  Co.  became  interested  in  negotiations  to  purchase  the  proi>erty.  These  n^o- 
tiations  were  had  with  a  large  number  of  bondholders  and  several  protective 
committees  of  bondholders,  including  first  mortgage  bondholders'  committee, 
composed  of  Messrs.  John  M.  Graham  and  A.  D.  Foster,  of  Boston,  and  Mr. 
John  Stites,  of  Louisville,  the  second  mortgage  bondholders*  committee,  of 
which  Mr.  W.  L.  Bull,  38  Broad  Street,  New  York,  was  chairman,  and  resulted 
in  the  issue,  on  June  21,  1900,  of  a  plan  and  agreement  for  the  reorganization 
of  the  railroad,  with  Messrs.  J.  P.  Morgan  &  Co.,  23  Wall  Street,  New  Yorlt,  as 
managers,  under  which  Southern  Railway  Co.  agreed  to  issue  its  St.  Lorn 
division  first  mortgage  4  per  cent  50-year  gold  bonds  and  to  deliver  them  to 
the  bondholders  of  the  Louisville,  Evansville  &  St.  Louis  Consolidated  Railroad 
Co.  depositing  their  bonds  under  said  plan,  in  exchange  for  the  bonds  so  de- 
posited. With  the  old  bonds  in  hand  the  property  was  purchased  in  the  interest 
of  Southern  Railway  Co.  at  foreclosure  sale,  and  in  compliance  with  its  agree- 
ment Southern  Railway  Co.  issued  and  delivered  to  the  managers,  for  distribu- 
tion under  the  terms  of  the  reorganization  agreement,  its  St.  Louis  division 
first  mortgage  4  per  cent  50-year  gold  bonds  in  the  amount  of  $10,750,000. 


MOBILE  &  OHIO  BAILBOAD. 

March,  1901. 

Mobile,  Ala.,  to  East  St.  Louis,  111 miles__  640.99 

Artesia,  Miss.,  to  Montgomery,  Ala do 181.18 

Branches do 111.  04 

933. 21 

Capital  stock $6, 020, 600 

Bonded  debt 25, 130,000 

On  January  31,  1901,  Southern  Railway  Co.  issued  a  circular  to  the  stock- 
liolders  and  general-mortgage  bondholders  of  Mobile  &  Ohio  Railroad  Co.,  offer- 
ing to  exchange  Southern  Railway  Co.  securities  for  Mobile  &  Ohio  securities, 
as  follows: 

(1)  In  exchange  for  general  mortgage  4  per  cent  bonds  of  Mobile  &  Ohio 
Railroad  Co.  to  issue  its  own  collateral  trust  4  per  cent  gold  bonds  for  the 
same  amount,  principal  and  interest,  payable  on  the  same  dates,  and  secured  by 
a  pledge  of  all  of  said  general-mortgage  bonds. 

(2)  In  exchange  for  shares  of  stock  of  Mobile  &  Ohio  Railroad  Co.,  Southern 
Railway  Co.  to  issue  its  corresponding  stock  trust  certificates,  entitling  the 
holder  to  receive,  in  semiannual  installments,  a  sum  equal  to  dividends  upon 
the  deposit  of  stock  from  April  1,  1901,  at  the  rate  of  4  per  cent  per  annnm. 
**  excepting  that  such  payment  for  the  first  year  shall  be  at  the  rate  of  2  per 
cent  per  annum,  and  for  the  second  year  shall  be  at  the  rate  of  3  per  cent  per 
annum,"  the  total  of  such  stock  trust  certificates  not  to  exceed  the  capital  stock 
of  Mobile  &  Ohio  Railroad  Co.  acquired  or  owned  by  Southern  Railway  Co. 

Under  the  above-described  plan  Southern  Railway  Co.  has  issued  Southern 
Railway-Mobile  &  Ohio  stock  trust  certificates  amounting  to  $5,670,200,  in  ex- 
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oliange  for  a  like  amount  of  Mobile  &  Ohio  stock,  and  has  also  issued  Southern 
Railway-Mobile  &  Ohio  collateral  4  per  cent  gold  bonds  in  the  amount  of 
^,259,000,  in  exchange  for  a  like  amount  of  Mobile  &  Ohio  general-mortgage 
'bonds. 


RICHMOND-WASHINGTON    CO. 

September,  1901. 

A  holding  company  owning  a  majority  of  the  capital  stock  of  the  Richmond, 
nrederlcksburg  &  Potomac  Railroad  Co.  and  all  of  the  capital  stock  of  Washing- 
txmrSouthem  Railway  Co.,  which  two  companies  own  the  railroad  from  Potomac 
Va.,  to  Richmond,  Va. 


CSapltal  Btock  of  Richmond- Washington  Co $2, 670, 000 

Bonded  debt  of  Richmond- Washington  Co 10, 000, 000 

-Southern  Railway  Co.,  in  September,  1901,  subscribed  for  4,450  shares,  or 
one-sixth,  of  the  capital  stock,  paying  therefor  the  sum  of  $445,000. 


ATLANTIC,  VALDOSTA  &  WESTEBN  RAILWAY — ST.  JOHNS  RIVER  TERMINAL  CO. 

May,  1902. 

Valdosta,  Ga.,  to  Jacksonville,  Fla miles—  110 

Terminal  properties  at  Jacksonville,  Fla. 

In  May,  1902,  following  negotiations  with  Mr.  Walton  Ferguson  and  Mr. 
C.  S.  Baxter,  of  New  York,  and  Mr.  E.  C.  Long,  of  Jacksonville,  Fla.,  Southern 
Railway  Co.  purchased  from  Mr.  Walton  Ferguson,  representing  himself  and 
other  holders  of  securities,  the  $2,000,000  par  value  of  capital  stock  and  $1,- 
282,000  first-mortgage  bonds  of  the  Atlantic,  Valdosta  &  Western  Railway  Co. 
and  the  $100,000  par  value  capital  stock  and  $200,000  first-mortgage  bonds  of 
St,  Johns  River  Terminal  Co.,  paying  therefor  the  sum  of  $2,800,000. 

Subsequently,  on  October  16,  1902,  the  railroad  from  Valdosta,  Ga.,  to  a  point 
3,000  feet  northwest  of  Grand  Crossing  (near  Jacksonville,  Fla.)  was  sold  and 
conveyed  to  the  Georgia  Southern  &  Florida  Railway  Co.,  the  remainder  of  the 
railroad  and  the  terminal  properties  at  Jacksonville,  Fla.,  being  held  by  St. 
Johns  River  Terminal  Co.,  all  of  the  securities  of  which  company  are  still 
owned  by  Southern  Railway  Co. 


SOUTH    CAROLINA    &    GEORGIA    EXTENSION    RAILROAD. 

June,  1902. 

Camden,  S.  C,  to  Marion,  N.  C 1 miles__  171. 40 

Branches do 16.10 

By  agreement  dated  May  15,  1902,  between  Asheville  &  Spartanburg  Railroad 
Co.,  South  Carolina  &  Georgia  Railroad  Co.,  Carolina  Midland  Railway  Co., 
and  South  Carolina  &  Georgia  Extension  Railroad  Co.,  provision  was  made  for 
the  merger  and  consolidation  of  the  stocks,  properties,  and  franchises  of  the 
four  companies  mentioned  into  a  new  corporation  under  the  name  of  "  Southern 
Railway-Carolina  division,"  in  accordance  with  an  act  of  the  General  Assembly 
of  South  Carolina,  approved  February  19,  1902,  the  outstanding  $1,092,000  first- 
mortgage  bonds  of  South  Carolina  &  Georgia  Extension  Railroad  Co.  having 
been  acquired  by  Asheville  &  Spartangurg  Railroad  Co.,  as  well  as  the  out- 
standing securities  of  the  other  two  companies  mentioned,  thus  making  pos- 
sible the  consolidation  of  the  four  lines  into  Southern  Railway-Carolina  division. 

By  agreement  of  lease  dated  June  30,  1902,  Southern  Railway-Carolina  divi- 
sion leased  to  Southern  Railway  Co.  for  a  term  of  999  years  the  properties  of 
the  lessor,  including  the  South  Carolina  &  Georgia  Extension  Railroad. 
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CHICAGO,  nTDIANAPOLTS  ft  LOUISVILLE  RAILWAY.  |!^ 

July,  1902.  lib 

New  Albany,  Ind.,  to  Michigan  City,  Ind miles__  288.^ 

Illinois-Indiana  State  line  to  Indianapolis do '  161.94 

Branches do 67.89 


508.79 


Capital  stock: 

Common . $10,500,(K)0 

Preferred 5,000.000 

In  May,  1902,  an  arrangement  was  made  by  Sonthem  Railway  Co.  .and 
Louisville  &  Nashville  Railroad  Co.  with  Messrs.  J.  P.  Morgan  &  Co.,  bankeffl, 
New  York,  to  make  a  public  offer  to  purchase  stock  of  the  Chicago,  Indianaiiolis 
&  Louisville  Railway  Co.  and  to  pay  therefor  $90  per  $100  share  of  prefRred 
stock,  and  $78  per  $100  share  of  common  stock,  the  purchase  price  to  be  payable 
In  4  per  cent  60-year  joint  bonds  of  the  Southern  and  Louisville.  &  Nashville, 
secured  by  the  collateral  pledge  under  a  trust  indenture  of  the  stock  so  acquired. 
Stock  has  been  acquired  as  follows: 

Common,  par  value , $9,796,900 

Preferred,  par  value 3,873,400 


13, 670, 300 


And  Joint  bonds,  which  were  considered  in  the  negotiations  to  be  worth  par, 
Issued  in  the  amount  of  $11,827,000. 


KNOXVILLE    A    BRISTOL    RAILWAY. 

November,  1902. 
Morristown,  Tenn.,  to  Corryton,  Tenn miles 40 

Capital  stock  of  Knoxville  &  Bristol  Ry.  Co $1,000,000 

Bonded  debt  of  Knoxville  &  Bristol  Ry.  Co 1, 000,000 

In  November,  1902,  Southern  Railway  Co.  acquired  all  of  the  stock  and  bonds 
by  purchase  from  Mr.  Bird  M.  Robinson,  of  New  York,  and  Mr.  H.  M.  Aiken,  of 
Knoxville,  Tenn.,  paying  therefor  the  sum  of  $180,000. 

The  property  was  conveyed  to  Southern  Railway  Co.  by  deed  dated  December 
31,  1013,  the  bonds  being  canceled  and  the  mortgage  securing  them  satisfied  of 
record. 


TENNESSEE   NORTHERN   RAILWAY. 

January,  1903. 
La  Follette  Junction,  Tenn.,  to  La  Follettee,  Tenn miles__         11.30 

Capital   stock $250, 000 

Bonded  debt 250,  OOO 

On  January  5,  1903,  Southern  Railway  Co.  acquired,  by  purchase  from  La 
Follette  Coal,  Iron  &  Rnllway  Co.,  a  Tennessee  corporation,  and  John  E.  Searles, 
of  New  York,  all  of  the  capital  stock  and  first-mortgage  bonds  of  Tennessee 
"Northern  Railway  Co.,  paying  for  the  same  the  sum  of  $500,000-. 


■f" 


TALLULAH    FALLS    RAILWAY. 

July,  1905. 

Cornelia,  Ga.,  to  Tallulah  Falls,  Ga miles__  21 

Extension  to  Franklin,  N.  C do 37 

Capital  stock $323,400 

Bonded  debt 1,  519,000 

The  stock  (except  1,070  shares^  was  acquired  by  Southern  Railway  Co.  in 
July,  1905y  by  purchase  from  Mr.  Oeox^^  \i.  ^v«^W%%,  ^«^  X^t^s.  City,  together 


H 
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^itli  a  demand  note  of  the  Tallulah  Falls  Railway  CJo.  in  favor  of  Mr.  Prentiss 
for  $49,613.  Subsequently  the  remaining  1,070  shares  were  purchased  from 
Mr.  Prentiss.  For  these  securities  Southern  Railway  CJo.  paid  the  sum  of 
(50,500. 

Tbe  extension  to  Franklin  was  constructed  with  money  adyanoed  by  the 
Southern  to  the  Tallulah  Falls,  and  the  bonds  were  delivered  to  fund  these  ad- 
vances. 

A«HEVnUEiE  A  CSAOOY  liOUNTAIIV  RAILWAY — ^ASHEVILLE  A  NOBTHESN   RAILWAY. 

April,  1906. 

Craggy  Station,  N.  C,  to  New  Bridge,  N.  C miles..        2. 52 

Capital  stock: 

Asheville  &  Craggy  Mountain $24,200 

Afiheville  k  Northern 29, 600 


53,800 


Tlil&  sto<^  was  acquired  by  purchase  by  Southern  Railway  Ck).  in  April,  1906, 
from  Frederick  Culver  and  R.  H.  Tingley,  of  New  York  City,  and  General 
Works  Co.  for  the  sum  of  $47,500. 


CUMBERLAND   RAILROAD. 

AprU,  1906. 

Arteamis,  Ky.,  to  Warren,  Ky.,  and  branches miles—  12. 90 

In  April,  1906,  Southern  Railway  Co.  acquired  by  purchase,  through  negotia- 
tions with  Mr.  O.  W.  Stone,  of  Warren,  Pa.,  representing  himself  aud  his  asso- 
ciates, A.  J.  Hazeltlne,  L.  R.  Freeman,  Mary  M.  Dunham,  G.  H.  Dunham, 
W.  M.  Lindsey,  C.  B.  Ayers,  and  Jesse  D.  Stewart,  the  $20,999  par  value  of 
capital  stock,  and  $200,000  first-mortgage  bonds  of  Cumberland  Railroad  Co., 
Xmying  therefor  the  sum  of  $250,000. 

TRANSYLVANLA    RAILROAD. 

January,  1906. 
Hendersonville,  N.  C,  to  Lake  Texaway,  N.  C miles—        42. 10 


Capital  stock $355, 000 

Bonded  debt 434, 000 

Southern  Railway  Co.  owns  $25,000  capital  stock,  and  $211,512.50  first  mort-» 
gage  5  per  cent  bonds  and  scrip;  these  securities  cost  Southern  Railway  Co. 
$211,512.50. 

In  1902,  following  negotiations  with  Mr.  J.  F.  Hays,  of  Brevard,  N.  C,  and 
Mr.  E.  B.  Alsop,  of  Washington,  D.  C,  representing  themselves  and  others  in- 
terested in  the  Texaway  Co.,  a  company  owning  securities  of  Transylvania 
Bailroad  Co.  and  hotel  property  in  the  resort  territory  served  by  the  Transyl- 
vania Railroad,  Southern  Railway  Co.  loaned  money  with  which  to  extend  the 
Transylvania  Railroad  for  a  distance  of  about  11  miles  to  Lake  Toxaway,  and 
in  settlement  of  such  loan  received  securities  of  Transvlvania  Railroad  Co.  as 
stated  above.  On  January  2,  1906,  Southern  Railway  Co.  began  the  operation 
of  the  Transylvania  Railroad  under  lease  from  Transylvania  Railroad  Co. 


VIRGINIA  &   SOUTHWESTERN  RAILWAY. 

May,  1906. 

Mountain  City,  Teun.,  via  Bristol,  to  St.  Charles,  Va miles__  151.30 

Moccasin  Gap,  Va.,  to  Persia,  Tenu do 37. 76 

Branches do 80.46 

269.  52 

Capital   stock,   per  amount $2,000,000 

Present  bonded  debt 'V^^*;^^^**^ 
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On  May  1,  1906,   following  negotiations  with  Messrs.   Henry   K.  McHarg. 

Oliver  H.  Payne,  and  Grant  B.  Schley,  of  New  York,  Southern  Railway  Co! 

purchased,  through  agreement  with  said  parties,  the  entire  capital  stock  of 

.Virginia  &  Southwestern  Railway  Co.  amounting  to  $2,000,000,  at  a  price  of 

$200  per  share,  paying  for  said  stock  the  sum  of  $4,000,000. 

At  the  time  of  the  purchase  of  this  stock  by  Southern  Railway  Co.,  the 
bonded  debt  of  the  Virginia  &  Southwestern  Railway  Co.  was  $2,000,000  first 
mortgage  100-year  5  per  cent  bonds. 

To  provide  funds  to  pay  for  extensive  construction  work  which  was  under- 
taken by  the  Virginia  &  Southwestern,  consisting  of  Holston  River  Railway 
from  Moccasin  Gap,  Va.,  to  persia,  Tenn.,  and  the  Black  Mountain  Railway, 
extending  from  Imboden,  Va.,  through  Wise  and  Lee  Counties  to  the  coal  mines 
on  the  headwaters  of  Straight  Creek,  and  for  the  payment  of  obligations  in- 
curred for  the  purchase  of  new  equipment,  and  for  other  purposes,  the  first 
consolidated  mortgage  of  Virginia  &  Southwestern  Railway  was  created  on 
April  29,  1908,  and  under  this  mortgage  there  were  issued  $5,000,000  of  bonds. 
The  cost  of  construction  of  these  additional  lines  was  $3,382,464.62,  and  the 
amount  of  equipment  obligations  so  provided  for  was  $1,258,083.45. 

Mr.  Douglas.  You  have  spoken  about  the  fact  that,  so  far  as  you 
know,  or  at  least  I  so  interpret  your  testimony,  that  these  gentlemen 
who  were  on  your  board  of  directors  at  New  York  and  other  places 
had  nothing  to  do  with  the  question  of  coal  rates  and  making  rates 
and  policies  with  reference  to  rates? 

Mr.  Harrison.  Absolutely. 

Mr.  Douglas.  I  will  ask  you  if  it  is  not  true,  nevertheless,  that 
there  exists  to-day,  and  has  existed  for  years  and  years,  understand- 
ings and  agreements  between  the  various  railroads,  we  will  say  the 
Southern  Railway,  the  Norfolk  &  Western,  the  Chesapeake  &  Ohio, 
the  Coast  Line,  the  Seaboard  Air  Line,  and  others,  wherein  and 
whereby  they  make  and  unmake  rates  and  raise  or  lower  rates  by 
agreement  ? 

Mr.  Harrison.  There  are  conferences  constantly  in  session  for  the 
discussion  of  rate  making.  I  have  no  technical  knowledge  which 
would  enable  me  to  testify  what  they  do  at  these  meetings  and  I 
would  prefer  to  have  our  traffic  officers  testify  on  that  point. 

Mr.  Douglas.  What  did  they  do  at  the  meetings  you  attended 
yourself  ?    You  can  tell  us  about  that,  can  you  not  ? 

Mr.  Harrison.  Yes.  I  saw,  among  the  papers  here  the  other  day, 
some  memorandum  of  a  meeting  at  which  I  was  reported  as  being 
present,  but  for  the  life  of  me  I  do  not  remember  what  took  place 
at  the  meeting  and  I  do  not  remember  the  meeting  itself. 

Mr.  Douglas.  I  will  ask  you  this,  and  I  think  the  question  is  a 
pertinent  one.  Do  you  not  know,  according  to  your  long  time  asso- 
ciation with,  and  work  for  the  Southern  Railway  Co.,  in  the  course 
of  the  opportunities  furnished  to  you  as  assistant  to  the  president, 
and  as  a  member  of  the  board  of  directors,  and  finally  as  president 
of  the  Southern  Railway  Co.,  of  these  various  opportunities  for 
knowledge  that  there  does  exist  to-day,  at  this  very  moment,  an  ar- 
rangement, association,  or  understanding  between  the  various  rail- 
roads covering  the  South,  of  which  the  Southern  is  a  part,  from 
which  association  or  understanding  there  are  made  rates  and  rates 
are  unmade  on  coal  and  other  commodities  ? 

Mr.  Harrison.  Because  of  my  knowledge  that  you  have  rehearsed, 
and  my  experience  which  you  have  rehearsed,  I  know  that  that  is 
not  true. 
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Mr.  Douglas.  To  what  extent  is  that  true^  that  there  is  an  under- 
tandin^  between  the  railroads  out  of  which  understanding  rates 
re  made? 

Mr.  Harrison.  There  is  no  understanding,  Mr.  Douglas.  Each 
ailroad  that  is  strong  enough,  is  a  free  lance  railroad,  and  each  rail- 
oad  that  has  the  vigor  to  eniorce  its  policy  does  so,  but  there  is  no 
nderstanding  and  no  agreement. 

Mr.  Douglas.  What  do  you  mean  by  a  railroad  being  strong  enough 
0  be  a  free  lance? 

Mr.  Harrison.  I  mean  a  railroad  that  has  officers  who,  by  discus- 
ion  and  persuasion,  and  by  vigor,  accomplish  the  results  just  the 
ray  that  Mr.  McHarg  sold  the  Virginia  &  Southwestern  Kailroad. 
It.  McHarg  got  a  big  price  for  it.     Some  men  can  do  that. 

Mr.  Douglas.  It  is  a  question  of  persuasion  ? 

Mr.  Harrison.  Persuasion. 

Mr.  Douglas.  Suppose  you  represent  the  Southern  Railway  Co., 
It.  Thom  represents  some  other  big  system,  say,  the  Pennsylvania, 
Ir.  Lyon  represents  the  Carolina  and  Northern  Railroad  which  you 
all  the  bargain  railroad,  and  Mr.  Douglas  represents  some  railroad 
00  miles  long.  What  do  we  gather  around  the  round  table  for? 
)o  we  do  it  for  the  purpose  of  persuasion?  Why  are  you  called  upon 
3  exercise  the  function  of  persuasion?  Do  you  have  any  dealing 
dth  Mr.  Lyon  as  representing  his  road,  Mr.  Douglas  as  representing 
is  road,  and  Mr.  Thom  as  representing  his,  or  do  you  take  Mr. 
rreen  and  go  into  the  offices  of  the  Southern  Railway  Co.  and  make 
our  rates  lor  yourself?     Which  do  you  do? 

Mr.  Harrison.  No  railroad  can  make  a  rate  for  itself  any  longer. 
L  railroad  can  make  a  local  rate  on  its  own  road,  but  almost  all 
raffic  moves  over  several  railroads  so  that  officers  have  to  consult 
a  order  to  make  through  rates ;  they  have  to  agree  upon  the  divisions 
f  that  rate  and  each  railroad  is  trying  to  get  the  largest  proportion 
f  that  rate.     Those  are  the  questions  which  are  discussed. 

Mr.  Douglas.  That  is  all  right  if  you  write  one  part  of  a  through 
ate  and  Mr.  Thom  another,  and  you  have  to  discuss  the  question 
f  the  adjustment,  or  the  division  of  rates,  but  suppose  you  have  an 
,11  Southern  route  from  Appalachia  to  Charleston.  Under  that  cir- 
umstance  do  you  take  up  the  question  of  what  rates  should  be  on 
oal  from  Appalachia  to  Charleston  and  to  Savannah,  with  the 
)resident  of  the  Norfolk  &  Western,  and,  if  so,  why  do  you  do  it  ? 

Mr.  Harrison.  I  am  unable  to  testify  on  that  question.  If  the 
Southern  Railway  Co.  was  going  to  make  a  rate  from  Appalachia 
o  Charleston,  which  Mr.  Johnson,  the  president  of  the  Norfolk  & 
Western,  thought  was  inimicable  to  his  interests,  I  have  no  doubt  he 
vould  take  it  up  with  us,  and  he  would  want  to  know  why  we  were 
joing  to  do  it. 

Mr.  Douglas.  Could  you  not  properly  state  to  Mr.  Johnson  that 
hat  is  not  an  affair  of  his? 

Mr.  Harrison.  It  is  an  affair  of  his. 

Mr.  Douglas.  Why? 

Mr.  Harrison.  Because  he  is  engaged  in  the  coal  business. 

Mr.  Douglas.  And  he  does  not  want  the  normal  results  of  com- 
petition ? 
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Mr.  Harrison.  Oh,  no. 

Mr.  Douglas.  I  am  asking  for  information  and  light. 

Mr.  Harrison.  I  am  trying  to  give  the  light. 

Mr.  Douglas.  Will  you  tell  me  why  Mr.  Johnson  would  have  a 
riffht  to  be  interested  ?    Why  would  Mr.  Johnson  meet  you  ? 

Mr.  Harrison.  Becuse  he  would  have  to  make  the  same  rate  that 
we  did. 

Mr.  Douglas.  Have  to  make  the  same  rate  to  Norfolk  that  you 
would  make  to  Charleston? 

Mr.  Harrison.  No  ;  between  the  same  points.  The  rate  structure 
is  one  where  everything  bears  on  everything  else.  You  can  not  move 
an  inch  without  affecting  everything. 

Mr.  Douglas.  So  you  do  meet  anddetermine  the  question  of  rates 
from  point  to  point  or  from  one  point  to  another  where  it  is  ex- 
clusively on  the  Southern  Railway  ? 

Mr.  Harrison.  No.  I  have  not  been  to  the  meetings  of  the  traffic 
officers  for  a  long  time,  but  they  do  not  make  rates  by  agreement. 

Mr.  Douglas.  How  do  they  make  them ;  by  understanding  ? 

Mr.  Harrison.  I  do  not  know  what  the  process  is,  but  thej  make 
rates  and  the  principles  are  discussed  with  the  others  and  criticized. 

Mr.  Douglas.  And  either  agreed  upon  or  not  agreed  upon  ? 

Mr.  Harrison.  Not  agreed  upon. 

Mr.  Douglas.  It  does  take,  does  it  not,  the  agreement  of  all  the 
railroads  participating  in  that  conference  to  change  a  rate? 

Mr.  Harrison.  No.  • 

Mr.  Douglas.  Well,  what  is  the  arrangement? 

Mr.  Harrison.  Now,  I  am  not  able  to  tell  you,  because  I  do  not 
know ;  but  I  deny  the  imputation  of  your  question. 

Mr.  Douglas.  There  is  no  .imputation  in  the  question. 

Mr.  Harrison.  The  imputation  is  that  there  is  an  illegal  under- 
standing between  railroads  to  make  rates.  I  am  willing  to  answer 
anything  I  know,  and  I  will  have  our  traffic  officers  tell  you,  in  detail, 
what  they  do  know. 

Mr.  Douglas.  I  would  imagine,  as  president  of  the  Southern 
Eailway  Co.,  you  would  know  something  about  the  policies  that  cut 
so  deep  as  that. 

Mr.  Harrison.  I  do  know  about  the  policies. 

Mr.  Douglas.  Well,  is  it  the  policy  of  the  Southern  Railway  Co. 
to  have  Mr.  Green  or  anyone  else  attend  the  conferences  with  other 
railroads? 

Mr.  Harrison.  It  is. 

Mr.  Douglas.  And  for  the  purpose  of  fixing  rates,  either  lowering 
or  raising  rates,  as  to  and  between  points  wholly  upon  one  line  oi 
railroad,  so  as  to  have  the  other  railroads  not  in  any  way  concerned 
financially  in  the  transaction  participate  in  the  fixing  of  the  rate, 
whether  it  is  a  lowering  or  a  raising  of  the  rate.  Is  that  the  policy 
of  the  Southern  Railway  Co.  ? 

Mr.  Harrison.  The  policy  of  the  Southern  Railway  Co.  is  to  per- 
mit the  officers,  who  are  trained  in  the  several  departments,  to  carry 
out  the  general  policy  of  the  company.  The  general  traffic  policy  of 
the  company  is  so  to  adjust  rates  that  they  will  enable  the  industries 
of  the  South  to  grow  and  to  protect  the  revenues  of  the  company. 
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Within  that  commission  Mr.  Green  has  discretion,  as  long  as  he  has 
the  confidence  of  the  management,  to  work  out  the  details. 

Mr.  Douglas.  Now  I  ask  you  to  give  me,  as  briefly  as  you  can,  what 
is  the  ultimate  purpose  of  such  a  meeting.  I  will  put  it  this  way: 
Are  these  rates  fixed  when  these  gentlemen  meet  by  a  majority  vote 
or  by  two-thirds  vote  or  by  what  you  call  "  understandings,"  and  does 
it  take  an  unanimous  understandmg  to  change  a  rate  or  not? 

Mr.  Harrison.  You  will  have  to  ask  these  questions  of  Mr.  Green. 
I  would  answer  them  if  I  were  able,  but  I  have  not  the  knowledge. 

Mr.  Douglas.  I  wUl  ask  you  to  refresh  your  memory  as  to  when 
you  attended  a  meeting  yourself.  Quoting  from  Exhibit  5 A,  I  find 
the  following^  "Memorandum  of  conference  at  Southern  Kailway 
offices,  number  30  Church  Street,  New  York  City.  Tuesday,  February 
23,  I9I09.  Kepresentation  C,  C.  &  O.  Kailway."  And  then  follows 
the  names  of  five  representatives,  the  chairman  of  the  board,  the 
president  and  the  traffic  manager  of  the  C,  C.  &  O.,  the  latter  being 
also  the  traffic  manager.  The  Southern  Railway  was  represented  by 
Mr.  Finley,  president;  Mr.  Culp,  vice  president;  and  Mr.  Fairfax 
Harrison,  vice  president.  The  Virginia  &  Southwestern  Railway  was 
represented  by  three  of  its  officers,  the  other  roads  including  as  their 
representatives  the  freight  and  traffic  managers. 

"  Mr.  Johnson  acted  as  chairman.  The  matter  presented  for  dis- 
cussion related  to  the  coal-rate  adjustment  from  Virginia,  east  Ten- 
nessee, and  southeastern  Kentucky  mines  to  destinations  in  the  two 
Carolinas  and  the  northern  portion  of  Georgia.  After  an  interchange 
of  views  the  meeting  adjourned  to  convene  at  offices  of  the  South- 
em  Railway,  number  30  Church  Street,  New  York  City,  11  a.  m., 
Tuesday,  March  9th ;  the  traffic  officials  of  the  several  lines  were  in- 
structed to  confer  in  the  meantime  and  submit  a  recommendation." 

You  attended  this  meeting  and  subsequent  meetings,  so  far  as  this 
particular  subject  was  concerned.  When  these  meetings,  referring  to 
the  traffic  managers'  meetings,  were  had  for  preparing  or  submitting 
recommendations,  does  that  not  lead  up  to  the  action  oy  the  body  or 
some  kind  or  character? 

Mr.  Harrison.  That  particular  instance  you  refer  to  is  one  I 
referred  to  as  having  seen  my  name  rehearsed  as  being  present. 
I  undoubtedly  was  present,  but  took  no  part  and  do  not  know  what 
it  was  about,  and  I  can  not  testify.  I  know  the  company's  oilicers 
know  what  it  was  about  and  we  are  prepared  to  give  full  testimony 
as  to  what  that  meeting  was  for  and  what  was  done.  I  can  not  give 
that  information. 

Mr.  Douglas.  When  these  officers  attended  this  meeting — I  will 
ask  you  what  is  meant  by  and  what  was  the  purpose  of  having  the 
traffic  officials  in  the  meantime,  between  the  meetings  in  February 
and  March,  submit  a  recommendation  to  the  body  as  composed,  as 
I  have  read  above,  with  reference  to  rate  adjustments,  if  it  is  not  for 
the  purpose  of  taking  some  action  by  the  body  as  such? 

Mr.  Harrison.  I  do  not  know  what  that  conference  was  about.  It 
does  not  appear  from  the  minutes  what  it  was  about,  and  you  will 
have  to  get  some  one  who  knows  to  testify. 

Mr.  Douglas.  If  all  of  them  have  defective  memories  we  would 
not  be  able  to  find  anyone  who  knows. 
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Mr.  Harrison.  They  have  not  defective  memories.  It  is  their 
business  to  know,  and  it  is  not  my  business  to  know  what  is  done 
at  traffic  meetings. 

Mr.  Douglas.  Pardon  me  for  suggesting,  but  it  was  your  busineg? 
to  know  what  you  were  doing  on  that  occasion,  and  you  have  no 
recolkction  of  what  was  done. 

Mr.  Harrison.  I  have  not  any  recollection.  I  can  find  out  and 
refresh  my  memonr  as  to  what  I  did. 

Mr.  Douglas.  The  same  meeting  that  was  adjourned  to  March  1 
passed  a  resolution  like  this : 

"After  an  interchange  of  views,  the  meeting  adjourned  to  convene 
at  offices  of  the  Southern  Eailway,  No.  30  Church  Street,  New  York 
City,  11  a.  m.,  Tuesday,  March  9,"  and  the  same  instructions  are 
given  to  the  traffic  officials  in  the  meanwhile  to  confer  and  submit 
a  recommendation.  I  find  another  meeting  at  the  Southern  Railway 
Co.  offices  in  New  York,  under  a  caption  like  the  following : 

"It  was  recommended  that  the  following  rates  on  coal  be  estab- 
lished from  the  various  milling  districts  indicated  to  points  named 
below,"  and  it  gives  the  Coal  Ureek  district  to  Charlotte,  Columbia, 
and  Augusta,  $2.10;  Spartanburg  and  Greenville,  $1,80;  Grreen- 
wood,  Clinton,  and  Carlisle,  $1.95,  $2.15,  and  $2.05,  respectively,  etc. 
Then  follows  a  schedule  of  rates  on  co&l  from  Coal  Creek  to  Various 
points  on  the  Southern  Railway  Co. 

Mr.  Thom.  Via  what  route? 

M?.  DoTTGLAS.  Via  the  Southern  Railway,  I  imagine.  I  a^  ym 
ffgain,  and  this  is  the  last  time,  for  I  do  not  care  to  tax  your  patience 
or  that  of  the  committee,  if  you  do  not  know  that  at  these  confer- 
ences, at  which  the  Norfolk  &  Western,  the  C  &  O.  Railroaid,  aAd 
others  were  represented,  that  these  conferences,  by  uuammous  vote, 
or  unanimous  understanding,  hadi  the  power,  and  eierci^d  the  power, 
of  fixing  rates  even  on  the  Southern  Rail»way  from  (Hie  point  to  tbe 
other,  and  while  it  could  not  be  changed  witho^ut  the  consent  of  the 
Southern,  tlie^  Southern-  could?  no<J  change  it  without  tfie  coiteeni  of 
the  others? 

Mr.  Harrison.  I  deny  that  generally.  I  deny  that  conelusion  t&at 
yon  draw  from  those  minutes. 

Mr.  DoiTGiiAS.  And  you  decline— — - 

Mr.  Harhiso>7.  No;  I  do  not  decline  at  tfU. 

Mr.  Doj^dLASf.  I  take  tha;t  eixpriession  back.  I  dM  not  m!e«ii  to 
fee  dflfensive  or  to  mislead  you>  I  *nde*stai4d  ^\b^  y6w  hwv€  tk)  r^d- 
lection,  or  you  have  no  knowledge  sufficient  to  e^Me  you  to  tell 
the-  committee,  as  to  what  a^e  the  functions,  the  scope,  a?ft^  Whdt  are 
the  things  done  by  these  associations  that  meet  under  yo^r  owfi  nose, 
and  which  you  sometimes  yourself  attend  ? 

Mr.  Harrison.  I  have  hot  the  informtUjion  to  git^  a^  coi*p^c*  state- 
ment, and  I  do  not  wrtnt  to  give  an  incori'ect  oAe; 

Mr.  DouGLASi  Take  an  expression  like  this :  "  Menlbrandum  of  con- 
ference. Hotel  Rftlei^,  Washington,  D.  C,  March  25--26,  1909. 
Pjpesent " — at  which  were  present  the  representatives  of  the  Norfolk 
&  Western  Railway,  Virginian  Railway,  Chesapeake  *  0*ap  Rail- 
way, Atlantic  Coast  Line,  Southern  Railway,  G.  A  W.  C.  fiail'way, 
C,  C.  &  O.,  V.  &  S.  W.,  and  Seaboard  Air  Line— and  a  statement 
made  like  this:  "The  several  lines  present  at  the  meeting  individ- 
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iially  announced  the  following  minimum  rate  per  ton,  2,000  pounds, 

on  coal,  carloads,  usual  carload  minimum,  from  the  several  districts 

named  to  the  destination  named,  with  the  present  relative  adjust- 

\  ment  from  districts  related  to  Coal  Creek  and  districts  related  to  the 

Pocahontas  and  New  River  groups.  Corresponding  changes  to  be 
made  in  the  rates  on  coke  in  carloads."  The  statement  then  gives  the 
town  and  the  place  from  which  the  coal  came,  the  Virginia  &  South- 
western mine,  the  C,  C.  &  O.  mine,  the  Pocahontas  group,  and  the 
New  River  group.  It  can  not  be  possible  that  all  of  these  rates 
exist  on  two  or  more  railroads  in  the  list,  can  it? 

Mr.  Harrison.  I  do  not  know;  I  think  it  was  after  the  trans- 
Missouri  decision,  or  some  decision  at  that  time,  when  it  became  a 
question  of  whether  it  was  lawful  or  not  for  carriers  to  agree  on  rates. 
The  whole  question  of  the  relation  of  conferences  between  carriers, 
and  discussions  on  rates,  was  very  carefully  considered  by  counsel, 
and  the  policy  was  agreed  upon  which  counsel  advised  was  within  the 
law,  and  that  has  stood  for  a  good,  long  time.  Mr.  Lyon  probably 
knows  more  about  that  than  I. 

Mr.  Douglas.  Are  you  familiar  enough  with  the  situation  to  tell 
Ihe  committee  why  they  use  the  term  "  individually  annoimced  "  ? 

Mr.  Harrison.  That  is  part  of  the  advice  of  counsel.  It  is  the 
ax;tual  effect,  and  that  is  the  way  it  is  done. 

Mr.  Douglas.  In  other  words,  we  will  sit  around  this  table  and  the 
chairman  will  say,  "  I  announce,  as  representing  the  East  Coast  Rail- 
road of  Florida,  that  so-and-so  is  what  I  am  going  to  do  on  my  road," 
and  Mr.  Harrison  announces  the  same  thing  as  to  the  Southern,  and 
they  go  around  in  that  way,  and  if  the  "  Knights  of  the  Round  Table  " 
vote  unanimously,  then  it  is  all  right;  if  not,  it  is  all  wrong? 

Mr.  Harrison.  Mr.  Green  will  tell  you  when  he  goes  on  the  witness 
stand  what  they  do.  I  have  not  been  to  any  of  these  meetings  with 
responsibility  for  a  long  time. 

Mr.  Douglas.  You  had  responsibility  when  you  did  attend. 

Mr.  Harrison.  Not  at  that  one  where  I  was  reported  as  b^ng 
present.  It  must  have  been  by  some  accident  that  I  was  there.  I 
think  my  intelligence  would  have  recorded  something  about  the 
meaning  if  I  had  had  any  responsibility  in  being  there. 

Mr.  Douglas.  So,  then,  it  is  true  that  the  railroads'  lawyers  ad- 
vised the  railroads  to  stay  verbally  within  the  law ;  that  the  best  way 
to  have  the  agreement  was  not  to  nave  it  in  name,  but  have  it  in  fact, 
and  to  have  the  railroad  representative  make  an  announcement  as 
if  he  were  indulging  in  a  soliloquy,  instead  of  entering  into  a  solemn 
agreement  ^^Wfiness  my  hand  and  seal."  Now,  is  tiiat  not  the 
truth? 

Mr.  Harrison.  It  is  a  very  eloquent  misstatem^it  of  the  facts. 

Mr.  Douglas.  Will  you  give  an  eloquent  stat^nent  of  the  facta? 

Mr.  Harrison.  I  am  not  able  to  do  so.  I  have  a  witness  who  is 
prepnreA. 

Mr.  Douglas.  Pardon  me,  but  there  is  no  other  witness  on  the 
stand  except  Mr.  Harrison. 

Mr.  Harrison.  I  will  ask  you  to  ask  that  question  of  the  witness. 

Mr.  Douglas.  Pardon  me  for  saying  you  characterize  my  state- 
ment as  an  eloquent  misstatemmt  of  the  facts.    You  say  you  attended 
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some  of  these  meetings  and  did  not  feel  responsibility  for  the  resuli 
I  will  ask  you  to  point  out  wherein  I  misstated  the  facts. 

Mr.  Habrison.  I  am  unable  to  do  so. 

Mr.  Douglas.  Yet  you  characterize  my  statement,  under  oath, 
an  eloquent  misstatement  of  fact  when,  as  intelligent  as  you  are, 
are  unable  to  give  to  this  committee  a  bill  of  particulars. 

Mr.  Harrison.  That  is  the  imputation  of  your  statement. 

Mr.  Douglas.  What  is  the  imputation  ? 

Mr.  Harrison.  The  imputation  is  that  there  is  a  deliberate  ei 
by  the  railroads  to  defeat  the  law. 

Mr.  Douglas.  Will  it  change  your  decision  if  I  now  disclaim 
intention  of  characterizing  the  railroads  as  taking  advantage  of 
opportunity }    I  do  disclaim  it.    I  am  not  passing  on  the  question 
its  legality  or  illegality,  but  I  am  asking  you,  Mr.  Harrison,  for 
facts.    I  ask  you  again  if  it  is  not  true  if  the  word  "  understanding 
was  not  determined  upon,  upon  advice  of  counsel,  in  order  to  prevoi 
using  the  word  "  agreement "  ?  1:' 

Mr.  Harrison.  No.  The  fact  was  that  there  should  be  an  i^^^ 
dividual  announcement.  _ 

Mr.  Douglas.  What  reason  did  he  give?  i',^ 

Mr.  Harrison.  So  that  when  railroad  men  met  they  might  knoii « 
what  the  other  roads  were  going  to  do.  It  is  the  effect  and  not™"^^ 
word  that  has  controlled  these  things. 

Mr.  Douglas.  And  you  deny  the  difference  between  the  two 
tweedle-de-dum  and  tweedle-de-dee  ? 

Mr.  Harrison.  I  do,  decidedly.    We  all  would  have  been  indicted 
under  the  Sherman  law  long  ago  if  we  had  not  been  within  the  laWr 
because  what  we  have  done  has  been  perfectlv  well  known  to  Mr.ffJ 
Frank  Lyon,  a  former  examiner,  and  many  other  representatives  of  I  ^ 
the  Government.  t 

Mr.  Douglas.  If  you  get  any  further  light  on  this  subject,  willyoup 
kindly  give  it  to  us?  ' 

Mr.  Harrison.  I  could  be  advised  about  it,  Mr.  Douglas,  and! 
could  testify  after  being  advised,  but  I  offer  a  witness  who  attends 
those  meetings  all  the  time  and  he  is  prepared  to  tell  you 
they  do. 

Mr.  Douglas.  You  mean  Mr.  Green? 

Mr.  Harrison.  Yes. 

Mr.  Douglas.  I  know  he  attends  these  meetings  all  the  time,  but 
I  wanted  the  pleasure  of  asking  Mr.  Harrison. 

Mr.  Harrison.  I  am  sorry  I  have  not  the  information  to  give  yon 

Mr.  Douglas.  We  will  have  the  pleasure  of  calling  Mr.  Green  lattf- 
1  would  like  to  reserve  the  right  of  further  cross-examination  of  Mr. 
Harrison  if  we  think  necessary. 

The  Chairman.  Very  well. 

Mr.  Lyon.  What  has  been  the  change  in  the  capitalization  of  the 
Virginia  &  Southwestern  since  the  Southern  Railway  Co.  acquired 
>t,  if  any? 

Mr.  Harrison.  It  has  been  the  creation  of  this  $5,000,000  issue  ol 
new  bonds. 

Mr.  Lyon.  Has  any  money  been  put  into  the  Virginia  &  South 
western  from  any  outside  source  except  those  bonds  ? 
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Mr.  Hakrison.  No. 

Mr.  Thom.  Mr.  Chairman,  we  will  ask  to  file  an  agreement  be- 
tween the  Interstate  Railroad  Co.  with  the  Virginia  &  Southwestern 
Railway  Co.    I  now  file  two  such  agreements,  one  dated  December  1, 
1906,  and  the  other  dated  January  29, 1909.    The  first  of  these  agree- 
ments provided  for  a  trackage  arrangement  and  the  operation  of 
trains  of  the  Virginia  &  Southwestern  Railway  over  the  Interstate 
road.     The  second  agreement  provided  for  the  formation  of  a  ter- 
minal association  to  operate  the  road  and  divide  the  expenses.    In 
the  interval  between  the  two,  it  having  been  found  that  the  operation 
of  the  trains  of  the  Virginia  &  Southwestern  over  the  Interstate  road 
created  confusion  of  operation,  there  was  an  arrangement  made, 
which  does  not  seem  to  have  been  made  the  subject  of  a  written  con- 
tract, by  which  the  Interstate  road  undertook  to  make  their  delivery 
of  coal  at  Appalachia  at  certain  figures,  7  or  10  cents  a  ton ;  that, 
however,  was  superseded  by  the  second  one  of  these  agreements, 
which  provided  for  the  terminal  association  to  operate  the  road  and 
to  divide  the  expense  between  the  two  roads  in  proportion  to  the  use 
that  each  made  of  the  property. 

The  Chairman.  Very  well.  You  can  file  those  two  agreements, 
which  will  be  inserted  at  the  end  of  to-day's  hearing. 

Senator  Chilton.  I  want  to  ask  Mr.  Harrison  if  he  will  give  me 
the  entire  surplusage  and  shortage  of  this  year? 

Mr.  Harrison.  I  have  it  here.  It  is  just  about  half  of  what  it  was 
at  the  maximum  in  the  spring  of  1908.  I  present  a  smnmary  drawn 
from  those  statements. 

Senator  Chilton.  Did  you  get  the  car  surplusage  for  1914,  as  re- 
quested by  me  on  yesterday  ? 

Mr.  Harrison.  I  have  secured  that  information,  and  now  report  it, 
from  the  statements  of  car  surplusage  and  shortage  covered  by  the 
American  Railway  Association. 

Senator  Chilton.  Have  you  made  a  summary  of  that? 
Mr.  Harrison.  I  have;  and  the  summary  here  is  as  follows,  from 
January  1,  1914,  to  July  15,  1914,  inclusive : 

Total  surplus — All  groups. 
1914.  Cars. 

Jan.  1 190,  521 

Jan.  15 ^ 217,  274 

Feb.  1 211, 960 

Feb.  14 199, 385 

Mar.  1 ^ 159, 480 

Mar.  15 132, 010 

Apr.  1 141,  525 

Apr.  15 213,  324 

May  1 230,  533 

May  15 239, 406 

June  1 J '  242,  572 

June  15 - 232,  994 

Jtay  1 220, 875 

July  15 228, 384 


^Maximum  since  Jan.  1. 


486 


TaANSPOBTATIOUr  OF   COAL. 


The  following  exhibits  were  directed  by  the  chairman  to  be  ii 
aerted  in  the  record : 

OOFT  BXHIBII  A. 

In  1911  bids  were  asked  for  and  submitted  by  the  following  coal  compajiiei 
supply  coal  to  the  V.  &  S.  W.  Railway : 


Coal  company  and  mine. 


Pittsburgh-Buffalo  Co.,  Lena  mine  i 

Darby  Coal  &Ooke  Col 

Dommion  Coal  Co. » 

Btock  Mountain  liining  Co.  1 

Virginia  Lee  Goal  Co.  1 

Virginia  Iron,  Coal  &  Coke  Co. » 

BondurantCoalCo.i 

Darbv  Coal  &  Coke  Co.  1 

Pittsburgh-Buffalo  Co.  1 

Vfrginia  Iron,  Coal  &  Coke  Co.,  Imperial  ^ 

Ston^;a  Coke  &  Coal  Co 

Virginia  Iron,  Coal  &  Coke  Co.,  Inman  and 

various. 
Contracts  awarded,  1911,  jper  month: 

St(m€ga  Coal  &  Coke  Co.,  for  Southern  Ry. . 
Virginia  Iron,  Coal  &  Coke  Co.,  for  South- 
ern Ry. 
Virginia  Iron,  Coal  &  Coke  Co.,  Imperial, 

torV.  AS.  W.i 
Monarch  Coal  Co.,  Monarch,  for  V.  4^  fi.  W.  i. 
Bondurant  Coal  Co..  Bond.urant,  for  V.  4c 

S.  W.i 
Black  Mountain  Mining  Co.,  for  V.  &  S.  W. 
Ry.i 


Virginia  Lee  Coal 
V.&S.  W.i 


Co.,  Virginia-Lee,  for 


Price  per  ton 
(2,000  pounds). 


10.87^ 

.86 

1.00 

.90 

.90 

.90 

.90 

1.00 

1.00 

1.69 

.85 

.85 


.85 
.85 


.85 

.85 

.85 

.85 

.85 


Minimum. 


20,000 


20,000 
25,000 
25,000 
10,000 
20,000 
20,000 
26,000 


25,000 
25,000 

1,304 

833 
1,000 

1,250 

2,084 


Maximum. 


30,000 
20,000 
45,000 
25,000 
25,000 
25,000 


30,000 
35,000 


35,000 
35,000 

2,174 

1,000 
1,250 

2,084 

2,500 


It  IWp, 


Dt. 
Do. 

No.  2. 

Do. 
Do. 

4"  &  5". 

4"  &  i\". 


1  Prevailing  price  paid  in  Middlesboro,  95  cents  per  ton  for  S.  R.  M.  on  oMitracts  for  1911. 

CJoPY  Exhibit  B. 

BIDS  CALLED  FOB  AND  SUBMITTED  FBOM  MINES  IN  V.  &  S.  W.  DISTRICT. 


Coal  company  and  mine. 

Price. 

Minimum. 

Maximum. 

Kind. 

Bondurant  Coal  &  Coke  Co. ,  Bondurant  i 

^.90 
.95 

6"  steam. 

Darby  Coal  &  Coke  Co.,  Darbv  i 

4"  washed. 

Blackwood  Coal  <fc  Coke  Co.  Pardee  and  Red  Bird . 

.85 
.90 
.90 
.90 

S.  R.  miii« 

Virginia  Iron,  Coal  &  Coke  Co.  Imperial  i 

Black  Mountain  Coal  Co.,  Black  Mountain  i 

6"  steam. 

4"  and  5". 

Virginia  Lee  Coal  Co.,  Virginia-Lee  i 

4V'. 

Stonega  Coal  &  Coke  Co.,  Stonega 

.90 
.90 

S.  R.  M. 

Virginia  Iron,  Coal  <t  Cxyk^  C^.,  TnmftTi . 

Do. 

Contracts  awarded: 

Vireinia  Iron,  Coal  &  Coke  Co.,  for  V.  &  S. 
W.,  Imperial. 

.85 

2,000 

2,600 

4"  and  5". 

' 

Blackwood  Coal  &  Coke  Co.,  for  V.  &  S.  W., 

.85 

5,833 

10,000 

S.  R.  M. 

Pardee  and  Red  Bird. 

Bondurant  Coal  &  Coke  Co.,  for  V.  &  8.  W., 

.85 

600 

1.000 

6". 

Bondurant.i 

Virginia  Iron,  Coal  &  Coke  Co.,  for  South- 

.90 

25,000 

35,000 

S.  R.  M. 

em  Ry.,  Inman  &  Linden. 

Stonega  Coal  &  Coke  Co.,  for  Southern  Ry., 

.90 

25,000 

35,000 

Do. 

various  mines. 

1  Prevailing  price  in  Middlesboro  district,  1912,  95  cents  per  ton  as  contracted  for. 


TEAJNSPOBTATION  OF  COAL. 


487 


Copy  Exhibit  C,  1913. 


BIDS  CALLED  FOB  AND  SUBMITTED  FROM  MINES  IN  T.  A  S.  W.  DISTRICT. 


Goal  company  and  mine. 

Price. 

Miniranm 

Maximum. 

Kind. 

■nrhihl  Trnn,  Cnftl  A  Cak^  Ca,.  Linden  and 

91.00 

C5»     M\m     jft  ■ 

IJooney  Oeek. 

iMskwood  Coal  &  Coke  Co..  Pardee  and  Red 

1.00 

.96 
1.00 
1.10 

Do. 

Bird. 

Kndnrant  Coal  &  Coke  Co. ,  Bondnrant  * 

6"  steam. 

Onega  Coal  &  Coke.Co.,  various 

TBiitney  Kemmerer  Co.,  Southerland,  Colonial 

KndWise. 

^attracts  awarded  1913: 

Stonega  Coal  &  Coke  Co.,  varlonB  mines  for 

V7&  S.  W.  Ry. 
Blackwood  Coal  &  Coke  Co.,  Pardee  and 

Red  Bird,  for  V.&S.W. 
Bondnrant  Coal  &  Coke  Co.,  Bondnrant,  for 

V.  &  S.  W.^ 
Virginia  Iron.  Coal  &  Coke  Co.,  various,  for 

Southern  kv. 
Stonega  Coal  &  Coke  Co.,  various,  for  South- 
ern By. 

6.  R.M. 

Do. 

1.00 
1.00 
.96 
1.00 
1.00 

4,000 

4,000 

500 

25,000 

25,000 

5,000 

6,500 

800 

27,000 

33,000 

Do. 

Do. 
6"  steam. 
S.  R.  M. 

Do. 

^  Prices  at  which  contracts  were. awarded  in  Middlesboro  district  for  coal  similar  in  character  and  prep- 
"stion  to  above,  91  to  91.05  per  ton. 

Copy  Exhibit  D. 
1914  bids  called  for  and  submitted  from  mines  in  the  y.  &  s.  w.  district. 


Coal  company  and  mine. 

Price. 

Minimum. 

Maximum. 

KM. 

^arbv  Coal  &  Coke  Co..  Darbv  * 

91.00 

.90 

.92 

1.00 

.95 

LOO 

1.00 

.95 

.95 
.95 

.95 
LOO 

.95 
LOO 
1.00 

4"  washed.. 

3arby  Coal  &  Coke  Co.,  Old  Virginia! 

Do. 

Vhitnev  Kemmerer  Co..  various 

S.  R.  M^ 

btonega  Coal  &  Coke  Co.,  various 

Blackwood  Coal  &  Coke  Co.,  various 

Do. 

Do. 

7|rFinla  Tron,  Ctvd  &  Cnlrpi  Co.,  varinns 

Do. 

Virginia  Lee  Coal  &  O^e  Co.,  Virginia-Lee  K... 
^ondurftTit  Co^l  Co.,  Tiondurnnt  (T^TiU-ed  Cnl- 

4"  steam. 

6"  steam. 

lieries).! 
fellow  Creek  Coal  &  Coke  Co.,  Kilgore 

o*  xC>  JA.« 

latton  Brown  Co,,  GImi  Mnrran, ^ 

Do. 

^ntracts  awarded  for  1914  in  v.  &  S.  W.: 

United  Collieries  Co.,  Bondnrant,  for  V.  & 
S.  W. 

Virginia  Iron,  Coal  &  Coke  Co.,  various,  fat 
v.  &  S.  W. 

Blackwood  Coal  &  Coke  Co.,  Pardee  and 
Red  Bird  for  V.  &  S.  W. 

Stonega  Coal  &  Coke  Co.,  various,  toac  South- 
em  Ry. 

Virginia  Iron,  Coal  &  Coke  Co.,  various,  for 
Southern  Ry. 

10,000 

70,000 

40,000 

360,000 

240,000 

15,000 

80,000 

60,000 

468,000 

252,000 

6". 

S.  R.  M. 

Do. 

Do. 

Do. 

1  Prevailing  price  in  Middlesboro  district  at  which  contracts  were  awarded  for  1914,  from  $1  to  $1.05  per 
on  for  same  character  of  coal  as  above. 


[Dated  December  1,  1906.1 

nterstate  Railroad   Company   with   Virginia   &   Southwestern   Railway   Com- 
pany— ^Appalachia-Stonega,  Appalachia-Norton  trackage  agre^nent. 

This  contract,  made  in  duplicate,  the  1st  day  of  December,  190C,  betwe«i  the 
nterstate  Railroad  Company,  first  party,  and  the  Virginia  &  Southwestern 
lallway  Company,  second  party,  witnesseth: 

Whereas  the  second  party  wishes  to  use,  in  common  with  the  first  party,  the 
ines  of  railway  owned,  operated,  or  under  construction  by  the  first  party  In 
Vise  County,  Virginia,  including  the  line  of  railway  and  spurs  now  or  hereafter 
aade  therefrom  leading  from  Appalachia  to  Stonega,  Virginia,  and  the  line  of 
a  11  way  and  spurs  now  or  hereafter  made  therefrom  leading  from  Appalachift  to 
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Norton,  Virginia  (which  last-mentioned  line  is  at  present  only  partly  cow"  ^ 
strueted,  but  which  the  first  party  agrees  forthwith  to  complete  with  all  reaaiiw^'^^ 
able  dispatch),  and  any  spur  hereafter  constructed  running  up  Pigeon  CitmF'^^ 
from  a  junction  with  the  Black  Mountain  Railway  near  Imboden,  VirgJadlJf  =^^^ 
as  well  as  any  other  line  or  lines  of  railway  connecting  with  the  lines  alw»^'^ 
referred  to  over  which  either  the  first  party  or  the  Vir^nia  Coal  &  Iron  Oow  >^^^ 
pany  now  have  assignable  trackage  rights ;  and  fr^  P" 

Whereas  the  first  party  is  willing  to  grant  to  the  second  party  the  rightl^^  ^ 
use,  in  connection  with  it,  the  said  lines  of  railway,  upon  the  terms  and  conW'^'^  ^' 
tions  hereinafter  mentioned;  I 

Now,  therefore,  it  is  agreed  by  and  between  the  parties  hereto  as  foUowB^P^f"^-^^ 

First.  The  first  party  hereby  grants  to  the  second  party  the  right  to  taj^  ^^, 
Jointly  with  the  first  party  its  lines  of  railway,  with  spurs  and  extensions  MW^  ^'^ 
or  hereafter  made  therefrom,  leading  from  Appalachia  to  Stonega,  Virginia,  flfc^^f 
from  Appalachia  to  Norton,  Virginia,  and  the  right  to  use  Jointly  any  ^ffi  J^. 
hereafter  constructed  running  up  Pigeon  Creek  from  a  junction  with  the  BlitlB^es  ^ 
Mountain  Railway  near  Imboden,  Virginia,  as  well  as  the  right  to  nse  auyl^^-^; 
lines  over  which  either  the  first  party  or  the  Virginia  Coal  &  Iron  CompMjfr^^ 
may  now  have  assignable  trackage  rights,  which  connect  with  the  afore8ai(lP5*^ 
Appalachia-Stonega  and  Appal achia-Nor ton  line§,  including  the  use  of  sldinffP^  ^ 
and  necessary  water  stations,  real  estate,  and  all  other  property  incident  Mi4l|J^^' 
necessary  to  the  use  of  the  same,  for  the  purpose  of  running  the  trains  of  ti»|®^^- , 
second  party  over  the  tracks  to  be  jointly  used;  and  to  also  have  the  rigMtol^^ 
make  and  maintain  all  necessary  connections  to  get  off  or  on  said  lines  of  nfi-l'^*, 
way  of  the  first  party  at  or  near  Appalachia,  Virginia;  but  nothing  herein cofrl^, 
tained  shall  be  construed  to  give  the  second  party  any  right  to  use  thesidfrl^^ 
tracks  of  the  first  party  at  Appalachia,  Virginia.  1^' 

It  is  understood  and  agreed,  however,  that  the  second  party  is  to  pay  rental  1^ 
and  maintenance  and  operating  expenses,  as  hereinafter  provided,  only  on  such  I 
I)ortion  of  the  first  party's  lines  of  railway  as  the  second  party  may  from  timelse 
to  time  use  jointly  with  the  first  party.  li^ 

It  is  further  understood  and  agreed  that  nothing  herein  contained  shall  pre- 1  le 
vent  the  first  party  from  granting  the  use  in  common  of  its  railway  to  any  other  I  s 
party  or  parties,  provided  that  the  covenants,  terms,  and  conditions  of  this  con- 1  ft 
tract  shall  not  be  impaired  thereby.  1 3 

Second.  The  first  party  agrees  to  provide  structures  on  said  lines  of  road, 
to  be  jointly  used,  capable  of  carrying  th^irOwn  weight  and  a  moving  load  of 
not  less  than  one  hundred  ton  consolidated  engine,  followed  by  a  train  weighing 
not  less  thnn  four  thousand  pounds  per  lineal  foot.  Said  first  party  also  agrees 
to  enter  upon  the  work  of  providing  structures,  as  heretofore  named,  with  the 
least  possible  delay,  and  press  the  work  to  a  completion  two  years  from  the 
date  of  the  execution  of  this  contract,  provided  the  work  is  not  interfered  wift 
by  strikes,  freshets,  legal  complications,  or  circumstances  beyond  its  control. 

Third.  The  value  for  the  purposes  of  this  agreement  of  the  portion  of  first 
party's  railway  jointly  used  hereunder  (except  tipple  tracks  and  tracks  in  front 
of  coke  ovens  used  as  loading  tracks,  which  are  not  to  be  considered  as  a  part 
of  first  party's  railway)  upon  which  rent  as  hereinafter  provided  is  to  be  paid 
shall  be  the  actual  cost  thereof,  which  actual  cost  is  to  be  determined  and 
agreed  upon  by  the  principal  accounting  officers  of  the  parties  hereto  when 
the  joint  use  begins,  and  proper  adjustment  is  to  be  made  from  time  to  time 
as  the  extent  of  the  railway  jointly  used  is  increased  or  diminished.  To  this 
amount  shall  be  added,  in  the  month  in  which  the  expenditure  is  made,  the 
actual  cost  of  replacing  or  reconstructing  bridges  after  deducting  the  value  of 
old  material  removed:  Provided,  however,  that  where  bridges  are  replaced  or 
reconstructed  of  similar  design,  size,  and  material  as  the  old  ones,  the  cost  of 
such  replacing  and  reconstructing  shall  be  treated  as  a  maintenance  charge 
and  paid  for  on  the  basis  herein  provided  for  the  payment  of  maintenance 
expenses.  In  addition  to  the  foregoing  there  shall  also  be  added  twenty  per 
centum  (20%)  of  the  actual  cost  of  that  portion  of  the  lines  and  spurs  now  ex- 
isting (including  the  incompleted  line  from  Appalachia  to  Norton)  jointly  used 
hereunder. 

Fourth.  The  maintenance  of  the  railway  of  the  first  party  jointly  used  here- 
under and  all  improvements  and  additions  which  may  be  added  as  herein  pro- 
vided shall  be  conducted  under  the  charcce  and  supervision  of  the  first  party, 
and  the  same  shall  be  put  and  maintained  in  good  and  safe  condition,  capable  of 
carrying  the  load  specified  in  the  second  paragraph  of  this  agreement. 

Fifth,  The  engines  and  cars  ot  Wie  ^^eow^  \>^^t^  while  on  the  first  party's 

Iway  shall  be  managed  by  tiie  tT9iV[i  cxe^^  ol  ^i)clfe  ^fcc^xi^  ^^^cN:^  ^  '«?iJ5s\Q!et^  how- 
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Bver,  to  the  reasonable  rules,  and  to  the  directions  of  the  oflScers  of  the  operat- 
ing department  of  the  first  party.  Time  tables  for  the  movement  of  the  trains 
Dfver  the  railways  affected  by  this  agreement  shall  be  arranged  by  joint  action 
ot  the  superintendents  or  other  officers  of  the  parties  hereto.  All  trains  of  a 
Boperior  class  using  in  common  first  party's  railway  shall  have  the  right  of 
way  over  all  trains  of  an  inferior  class.  It  is  further  agreed  that  the  said 
second  party  shall  also  have  the  right  to  run  its  special  trains  and  switch 
Bn^nes  over  the  railway  to  be  Jointly  used  at  such  times  as  may  be  desired, 
subject  to  the  reasonable  rules  and  regulations  of  the  party  of  the  first  part, 
the  orders  for  all  such  special  trains  and  engines  to  be  furnished  by  the  said 
first  party:  Provided,  That  when  necessary  the  time  of  trains  of  less  impor- 
tance of  every  party  may  be  so  altered  as  far  as  necessary  to  accommodate 
trains  of  greater  importance  of  the  other  parties,  and  when  trains  of  equal 
Importance  conflict  there  shall  be  a  division  of  difference,  every  party  having 
eqnal  rights  with  the  others,  and  should  any  difference  arise  between  the 
parties  it  shall  be  settled  by  arbitration  as  hereinafter  provided. 

Sixth.  Agents,  telegraph  operators,  train  dispatchers,  section  foremen,  labor- 
ers, watchmen,  or  any  other  persons  employed  in  the  maintenance  or  care  of, 
or  operation  of  the  property  jointly  used,  not  including  station  agents,  except 
^nrlien  acting  as  regular  telegraph  operators,  nor  employes  of  the  traffic  depart- 
ment, shall,  in  respect  of  the'  liability  of  the  parties  using  said  lines  to  each 
other,  or  to  third  persons,  growing  out  of  the  fault  or  neglect  of  such  servants 
or  employes,  be  deemd  and  held  to  be  sole  servants  of  the  party  to,  or  in  con- 
nection with,  whose  train  or  property  any  loss  or  damage  may  have  occurred. 
But  it  is  mutually  understood  and  agreed  that  any  or  all  such  persons  employed 
In  the  care  or  operation  of  the  property  jointly  used,  directly  responsible  for 
such  fault  or  neglect,  shall  be  removed  from  such  service  upon  the  demand  of 
the  general  manager  or  other  general  officer  of  the  second  party. 

Should  any  damage  to  person  or  property  result  from  any  negligence  of  the 
second  party,  its  officers  or  servants,  it  agrees  to  hold  the  first  imrty  harmless 
against  all  such  damages;  and  should  the  first  party  be  sued  and  judgment 
rendered  against  it  for  such  damages,  the  second  party  binds  itself  to  pay  the 
same,  with  all  costs  incident  thereto,  and  to  refund  the  same  and  cost,  should 
the  first  party  have  already  paid  such  damages  and  cost,  such  payment  to  be 
made  by  the  second  party  within  thirty  (30)  days  after  such  damages  and  costs 
shall  have  been  legally  ascertained  and  bill  therefor  presented  by  the  first  party 
to  the  second  party. 

Should  any  damages  to  persons  or  property  result  from  any  negligence  of 
the  first  party,  its  officers  or  servants,  it  agrees  to  hold  the  second  party  harm- 
less against  all  such  damages;  and  should  the  second  party  be  sued  and  judg- 
ment be  rendered  against  it  for  such  damages,  the  first  party  binds  itself  to  pay 
the  same,  with  all  the  costs  incident  thereto,  or  to  refund  the  same  and  costs, 
should  the  second  party  have  already  paid  such  damages  and  costs,  such  pay- 
ment to  be  made  by  the  first  party  within  thirty  days  after  such  damages  and 
costs  shall  have  been  legally  ascertained,  and  bill  therefor  presented  by  the 
second  party  to  the  first  party. 

Should  any  damage  result  from  the  joint  negligence  of  the  parties  hereto,  or 
of  their  servants,  the  damages  shall  be  equally  borne  as  between  themselves 
by  the  parties  hereto. 

In  case  the  parties  can  not  agree  as  to  whose  train  or  employees  was  or 
were  at  fault,  or  as  to  the  amount  of  damages,  the  question  or  questions  shall 
be  referred  to  arbitration  in  the  manner  hereinafter  provided,  and  each  party 
shall  abide  by  and  perform  awards  and  comply  with  the  decisions  of  such 
arbitrators. 

Seventh.  The  second  party  agrees  to  haul  all  coal,  coke,  and  other  coal  prod- 
ucts offered  it  originating  at  mines  and  ovens  in  Wise  County,  Virginia,  west 
of  the  mouth  of  Bear  Creek  and  west  of  the  east  watershed  of  upper  Guests 
River,  on  the  lines  of  the  first  party  and  lines  where  the  first  party  assigns 
or  causes  to  be  assigned  running  rights  to  the  second  party j  which  is  destined 
to  points  on  or  via  the  road  of  the  second  party  beyond  Appalachia,  and  the 
second  party  agrees  to  haul  no  traffic,  so  originating,  over  the  lines  of  the  first 
party  or  over  lines  where  the  first  party  assigns  or  causes  to  be  assigned  run- 
ning rights  to  second  party,  other  than  such  coal,  coke,  and  coal  products,  and 
freight  traffic  originating  on  lines  of  the  second  party;  but  the  second  party 
shall  have  the  right,  at  its  option,  to  haul  any  freight  traffic  which  comes  from 
or  is  carried  to  points  north  and  east  of  Norton,  Virginia,  consigned  to  or  from 
Appalachia,  Virginia,  and  points  beyond. 
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Eighth.  The  second  party  hereby  accepts  the  foregoing  mentioned  terras  of 
the  right  to  jointly  use  the  railway  hereinbefore  described,  of  the  first  party, 
upon  the  terms  above  named,  and  agrees  to  continue  in  such  joint  use  during 
the  period  hereinafter  stated. 

And  the  second  party  hereby  covenants  and  agrees  to  pay  in  monthly  install- 
ments to  the  first  party,  its  successors,  and  assigns,  for  the  right  to  titie  joint 
use  of  the  said  lines  of  railway  of  the  first  party,  a  rental  based  upon  sucfa 
proportion  of  five  per  centum  (5%)  per  annum  of  the  amount  fixed  hy  pan- 
graph  third  of  this  agreement  as  the  number  of  car  miles  of  the  second  party 
run  over  the  railway  jointly  used  bears  to  the  total  number  of  car  miles  of  all 
parties  rim  over  the  same. 

Should  additional  branches,  spurs,  or  other  tracks,  bridges,  structures,  or 
Improvements  be  «added  in  the  future  to  that  portion  of  the  railway  joimt^ 
used  under  this  agreement  to  meet  the  joint  needs  of  the  parties  hereto,  tite 
second  party  shall  also  pay  to  the  first  party  such  proportion  of  five  per  centum 
I)er  annum  upon  the  cost  of  such  additions  to  the  property  as  the  number  of 
car  miles  of  the  second  party  run  over  the  railway  jointly  used  bears  to  the 
total  number  of  car  miles  run  over  the  same,  but  should  the  second  party  BOt 
desire  to  use  such  additional  tracks,  structures,  or  improvements,  it  sh&ll  not 
be  required  to  pay  any  rental  therefor. 

It  is  understood  and  agreed  that  no  extra  outlay  shall  be  made  by  the  first 
party  for  the  construction  of  a  second  track,  making  a  double-track  road,  for 
which  the  said  first  party  may  expect  the  second  party  to  pay  increased  reisttal, 
unless  the  second  party  shall  have  consented  in  writing  to  such  outlay. 

It  is  also  agreed  that  the  second  party  shall  have  the  right  to  demand  afi 
increase  of  facilities,  such  as  additional  sidings,  passing  tracks,  structures,  etc, 
deemed  necessary  to  facilitate  the  prompt  movement  of  the  trains  of  the  said 
second  party,  and  in  case  such  demand  is  not  acceded  to  by  tiie  first  party,  the 
question  as  to  whether  the  first  party  shall  supply  the  same  shall  foe  settled  by 
arbitration  as  hereinafter  provided,  the  purpose  being  that  the  facilities  of  the 
road  shall  be  kept  adequate  for  the  business  upon  it. 

Ninth.  In  addition  to  the  fixed  rentals  of  interest  moneys  and  other  payments 
to  be  paid  as  herein  provided,  the  second  party  agrees  to  pay  such  proportkNi 
of  the  costs  of  maintenance  and  repairs  of  that  part  of  the  railway  jointiy 
used,  and  such  proportion  of  the  wages  of  telegraph  operators  and  other  em- 
ployees and  officers  performing  joint  service  for  the  two  parties  under  this  con- 
tract, as  the  number  of  car  miles  of  the  party  of  the  second  part  run  over  said 
railway  bears  to  the  total  number  of  car  miles  run  over  the  same,  it  being 
understood  and  agreed  that  no  charge  shall  be  made  for  services  of  auditor, 
general  manager,  and  higher  officials. 

The  second  party  also  agrees,  as  part  payment  for  its  said  use  of  said  lines  of 
railway  and  facilities,  to  pay  to  said  first  party  its  like  proportionate  share  ^ 
all  taxes  and  public  rates  assessed  on  such  portion  of  the  first  party's  said  lines 
of  railway,  such  share  of  said  taxes  and  public  rates  to  be  based  upon  the  car 
mileage  as  hereinbefore  provided  in  regard  to  maintenance,  etc.,  which  share 
of  taxes  and  public  rates  shall  be  paid  to  the  first  party  by  the  second  party 
within  thirty  (30)  days  from  the  date  when  the  first  party  presents  to  the 
second  party  receipted  tax  bills,  showing  amount  of  taxes  paid  by  the  first 
party  on  such  portion  of  its  railways. 

Tenth.  The  first  party  shall  keep  an  accurate  account  of  the  entire  number 
of  cars  and  engines  moved  in  each  month  over  the  railway  jointly  used,  and  the 
mileage  made  thereby,  as  well  as  the  cost  and  expense  of  maintaining  and  oper- 
ating said  railway  so  jointly  used,  and  shall  furnish  the  second  party  with 
statement  In  detail  of  same,  on  or  before  the  fifteenth  day  of  each  month,  suc- 
ceeding the  month  for  which  said  statement  is  rendered,  and  the  second  par^ 
shall,  within  thirty  (30)  days  after  receipt  of  such  statement,  make  its  monthly 
payment,  as  herein  provided,  to  the  first  party,  at  its  office,  in  Philadelptiia, 
Pennsylvania,  or  at  such  other  place  as  the  first  party  may,  from  time  to  time 
designate  in  writing. 

Satisfactory  evidence  of  all  disbursem^its  made  on  account  of  maintenance, 
operation,  or  additional  construction  shall  be  furnished  as  desired  by  the  sec(Hid 
party. 

Eleventh.  It  is  further  agreed  that  if  thirty  days'  default  be  made  by  the 
second  party  in  any  of  the  paymwits  contemplated  herein  after  the  amount 
thereof  is  determined  and  becomes  payable,  as  herein  provided,  the  first  party 
may,  at  its  option,  at  any  time  while  such  default  continues,  by  notice  in  writ- 
ing served  upon  the  second  party  in  a  legal  manner,  declare  this  agreement  for- 
feited and  terminated,  and  may  exclude  the  second  party  from  the  use  and 
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enjoyment  of  the  rights  and  privileges  hereby  granted,  provided  such  payments 
are  not  made  within  thirty  days  after  receipt  of  such  notice. 

It  is  also  agreed  that  any  payments  not  made  at  the  time  herein  fixed  shall 
bear  interest  at  the  rate  of  six  per  cent  (6%)  per  annum  from  maturity  until 
i>ald,  whether  the  first  party  does  or  does  not  exercise  its  option  forfeiting  and 
terminating  the  rights  and  privileges  hereinbefore  granted. 

Twelfth.  The  second  party  also  agrees  to  establish  and  maintain  the  same 
rate  on  coal  and  coke  from  the  mines  and  ovens  reached  by  the  lines  of  the 
first  party  over  which  the  second  party  operates  hereunder,  consigned  to  points 
on  the  lines  of  the  second  party  and  its  southern  connections  south  and  east  of 
Interment,  Virginia,  as  are  now  or  may  hereafter  be  put  into  effect  from  Appa- 
lachian Inman,  Imboden,  and  Intermont,  Virginia,  by  the  second  party,  it  being 
understood  and  agreed  that  the  second  party  will,  without  additional  charge  or 
payment,  place  empty  cars  for  coal  and  coke  loading  on  tracks  designated  for 
holding  empty  cars  at  the  plants  on  lines  of  the  first  party  and  on  lines  over 
which  the  first  party  has  assigned,  or  caused  to  foe  assigned,  trackage  rights  to 
the  second  party,  and  will  also,  without  additional  charge  or  payment,  shift  all 
partly  loaded  cars  and  empty  ears  from  amongst  loaded  cars  standing  on  tracks 
designated  to  receive  loaded  cars  at  said  plants  and  replace  them  on  tracks  desig- 
nated to  hold  empty  cars,  except  that  the  second  party  shall  not  undertake  to 
deliver  empty  ears  to  mines  and  ovens  on  the  lines  of  the  first  party  when  such 
cars  are  not  intended  for  loading  and  consignment  to  points  on  the  lies  of  the 
second  party  or  its  southern  connections  south  and  east  of  Intermont,  Virginia. 

Thirteenth.  It  is  agreed  that  the  second  party  shall  have  the  right  to  call  for 
an  assignment  to  it  by  the  first  party,  or  by  the  Virginia  Coal  &  Iron  Company, 
during  the  time  this  agreement  is  in  force  (the  due  assignment  by  which  last- 
mentioned  company  the  first  party  guarantees)  of  any  or  all  assignable  trackage 
rights  now  owned  by  them,  or  either  of  them,  over  lines  of  railway  which  con- 
nect with  the  lines  of  the  first  party,  the  second  party  hereby  agreeing  to  accept 
sach  assignment  when  made  to  it,  subject  to  the  terms  and  conditions  under 
w^hlch  the  first  party,  or  the  Virginia  Coal  &  Iron  Company,  as  the  case  may  be, 
hold  the  same. 

Fourteenth.  In  case  any  dispute  shall  arise  between  the  parties  hereto  rela- 
tive to  the  interpretation  of  any  of  the  terms  of  this  agreement  or  as  to  ques- 
tions of  fact  arising  thereunder  except  as  to  the  payment  of  money,  the  matter 
sball  be  referred  to  a  board  of  arbitrators,  to  be  composed  of  a  nominee  of  the 
first  party,  a  nominee  of  the  second  party,  and  an  umpire  who  shall  be  exper- 
ienced in  railroad  management,  to  be  selected  by  the  said  nominees  of  the  par- 
ties hereto.  Either  party  may  at  any  time  serve  upon  the  other  a  notice  in  a 
legal  manner,  setting  forth  in  writing  the  point  or  points  upon  which  a  decision 
is  desired,  and  the  other  party,  within  ten  days  thereafter,  may  serve  in  a  legal 
manner  a  counter  notice,  specifying  in  writing  any  additional  points  of  differ- 
ence arbitrable  hereunder  upon  which  such  other  party  may  desire  a  decision. 
The  tribunal  thus  constituted  shall  give  in  a  legal  manner  ten  (10)  days  writ- 
ten notice  of  the  time  and  place  of  hearing  to  the  respective  parties,  and  shall 
determine  tiie  questions  submitted  to  them  for  arbitration,  and  make  their  deei- 
Bion  and  awards  in  writing.  The  decision  and  award  of  a  majority  of  the  arbi- 
trators shall  be  final,  conclusive,  and  obligatory  upon  the  said  parties  to  this 
agreement  and  without  appeal,  and  each  party  hereto  agrees  to  abide  by  and 
comply  with  every  such  decision  and  award. 

The  cost  of  any  such  arbitration,  shall,  in  the  first  instance  be  paid  by  the 
party  requesting  same,  but  if  such  party  substantially  prevail  therein  he  shall 
be  reimbursed  therefor  by  the  other  party,  and  this  question  of  costs  shall  in 
each  instance  be  determined  by  the  arbitrators  when  they  render  their  de- 
cision on  the  question  or  questions  submitted  to  them.  Should  the  award  of 
the  arbitrators  declare  that  any  violation  hereof  or  default  hereunder  exist 
it  shall  also  specify  the  time  in  which  the  party  committing  such  default  shall 
perform  the  award  and  cure  the  breach  which  it  decrees.  The  word  '*  parties  *' 
as  mentioned  in  this  clause  refers  to  the  Interstate  Railroad  Company  as  the 
first  party,  and  the  Virginia  and  Southwestern  Railway  Company  as  the  second 
party. 

Fifteenth.  Nothing  in  this  agreement  shall  be  construed  to  affect  the  charter 
obligations  of  said  Interstate  Railroad  Company  nor  of  said  Virginia  &  South- 
weartiern  Railway  Company  nor  to  modify  the  same  nor  to  impose  upon  the  said 
railroad  companies  any  obligations  which  are  forbidden  by  the  said  charters  or 
by  the  laws  or  statutes  of  the  State  of  Virginia,  or  of  the  United  States,  nor 
shall  this  agreement  limit  in  any  way  the  obligations  to  maintain  and  operate 
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the  rights,  franchises,  and  properties  of  said  Interstate  Railroad  Company  nor 
of  the  Virjjinia  and  Southwestern  Railway  Company,  as  required  by  their 
respective  charters,  laws,  and  statutes. 

Sixteenth.  This  contract  shall  take  effect  on  the  first  day  of  February,  1907, 
and  continue  in  effect  for  ten  (10)  years  from  said  date,  and  thereafter  until 
abrogated  by  six  (6)  months*  notice  in  writing  from  either  of  the  parties  to  the 
other. 

Seventeenth.  The  first  party  does  hereby  covenant  and  agree  that  the  second 
party  shall  and  may  peaceably  and  quietly  have,  hold,  and  enjoy  the  said  right 
of  use  in  common  of  its  railway  and  appurtenances  on  the  terms  herein  con- 
tained, for  and  during  the  period  covered  by  this  contract,  without  any  let, 
interruption,  or  molestation  of  the  first  party  or  any  other  person  or  corpora- 
tion whatsoever. 

Eighteenth.  It  is  understood  and  agreed  that  wherever  this  contract  refers 
to  the  service  of  notice  "  in  a  legal  manner  "  such  notice  may  be  served  as  pro- 
vided by  the  then  law  of  the  State  of  Virginia  for  the  service  of  notice  in  a  legal 
proceeding. 

Nineteenth.  This  contract  shall  be  for  the  benefit  of,  and  binding  upon,  the 
parties  hereto,  their  successors  and  assigns,  respectively. 

In  witness  whereof  the  parties  hereto  have  caused  these  presents  to  be  exe- 
cuted in  duplicate  by  their  duly  authorized  officers,  and  their  cori)orate  seals 
affixed,  the  year  and  date  above  written. 

Interstate  Railroad  Company, 

[SEAL.1  ByD.  W.  Wentz,  President, 

Attest : 

H.  B.  Price,  Secretary. 
Virginia  &  Southwestern  Railway  Company, 

[seal.]  By  Jno.  B.  Newton,  Vice  President. 

Attest : 

J.  W.  Cure,  Secretary. 
State  of  Pennsylvania,!;^,^      ... 

City  of  PhiladelpJiia,    /^"  ^^"* 

I,  Samuel  J.  Taylor,  a  notary  public  in  and  for  the  city  and  State  aforesaid, 
certify  that  D.  B.  Wentz,  president,  and  H.  B.  Price,  secretary,  of  the  Inter- 
state Railroad  Company,  whose  names  are  signed  to  the  foregoing  contract, 
bearing  date  the  1st  of  December,  1906,  have  acknowledged  the  same  before  me 
in  my  city  aforesaid. 

My  commission  as  notary  public  expires  on  the  27th  day  of  February,  1907. 

Given  under  my  hand  and  seal  this  the  20th  day  of  December,  1906. 

Samuel  J.  Taylor,     [seal.] 
Notary  PuNic. 
State  of  Virginia,!  ;y,       . . . 

City  of  BHstoh   r^^^' 

I,  G.  Cabell  Childress,  a  notary  public  in  and  for  the  city  and  State  afore- 
said, certify  that  John  B.  Newton,  vice  president,  and  J.  W.  Cure,  secretary, 
of  the  Virginia  and  Southwestern  Railway  Company,  whose  names  are  signed 
to  the  foregoing  contract,  bearing  date  the  1st  day  of  December,  1906,  have 
acknowledged  the  same  before  me  in  my  city  aforesaid. 

My  commission  as  notary  public  expires  July  10,  1907. 

Given  under  my  hand  this  the  11th  day  of  December,  1906. 

G.  Cabell  Childress,     [seai*.] 

Notary  PuUic, 

'•  C." 

[Dated  January  29,  1909.] 

Interstate  Railroad  Company  with  Virginia  and  Southwestern  Railway  Com- 
pany— Agreement — ^Appalachia  Terminal  Association. 

An  agreement  made  and  entered  into  this  29th  day  of  January,  1909,  by  and 
between  Interstate  Railroad  Company,  a  corporation  organized  and  existing 
under  and  by  virtue  of  the  laws  of  the  State  of  Virginia,  hereinafter  for  con- 
venience styled  the  Interstate  Company,  party  of  the  first  part,  and  Virginia 
and  Southwestern  Railway  Company,  a  corporation  organized  and  existing 
under  and  by  virtue  of  the  laws  of  the  State  of  Virginia,  hereinafter  for  con- 
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venience  styled  the  Southwestern  Company,  party  of  the  second  part;  wit- 
nesseth  that : 

Whereas  the  Interstate  (Company  owns  the  following  lines  of  railroad  located 
In  Wise  County,  Virginia : 

(a)  A  railroad  extending  from  Appalachia  to  Stonega,  with  a  branch  line 
extending  to  Roda  and  to  Amo,  which  lines  of  railroad  and  all  extensions 
thereof  on  the  waters  of  Callahans  Creek  hereafter  made  and  all  branches 
and  spurs  on  the  waters  of  Callahans  Creek  now  or  hereafter  connected  there- 
with are  designated  and  described  in  this  agreement  as  the  Stonega  Block;  and 
(&)  A  railroad  extending  from  Appalachia  to  Norton,  with  a  branch  line  extend- 
ing from  near  Kelly  View  up  Roaring  Fork,  which  lines  of  railroad  and  all 
extensions  thereof  hereafter  made  and  all  branches  and  spurs  now  or  hereafter 
connected  therewith  are  designated  and  described  in  this  agreement  as  the 
Norton  Block ;  and 

Whereas,  by  an  agreement  in  writing  dated  the  first  day  of  December,  1906, 
made  and  executed  by  the  parties  hereto,  the  Interstate  Company  granted  to 
the  Southwestern  Company  the  right  to  use  the  said  lines  of  railroad  for  the 
operation  of  trains  of  the  Southwestern  Company  thereon,  for  a  term  of  ten 
years  from  the  first  day  of  February,  1907,  and  thereafter  until  abrogated  by 
six  months*  notice  in  writing  from  either  of  the  parties  to  the  other,  and  upon 
the  terms  and  conditions  set  forth  in  said  agreement  (to  which  agreement  ref- 
erence is  hereby  made  as  fully  as  though  the  same  were  herein  recited  at 
length),  it  being  intended  that  such  use  should  be  Joint  with  the  Interstate 
Company  and  with  such  other  railroad  company  or  companies  as  has  been  or 
might,  after  the  date  thereof,  be  granted  the  right  to  use  said  lines;  and 

Whereas  the  experience  of  the  parties  hereto  has  shown  that  the  said  lines  of 
railroad  can  be  most  efliciently  and  economically  maintained  and  operated  and 
better  service  afforded  in  the  haiuUing  of  traflSc  thereon,  and  that  much  con- 
fusion, inconvenience,  and  expense  incident  to  the  present  method  of  operatioii 
can  be  avoided  under  the  plan  of  operation  hereinafter  set  forth ; 

Now,  therefore,  in  ccmsideration  of  the  premises  and  of  the  sum  of  one  dollar 
by  each  party  to  the  other  paid,  the  receipt  of  which  is  hereby  acknowledged,  it  is 
mutually  covenanted  and  agreed  by  and  between  the  parties  hereto  as  follows: 
First.  There  shall  be,  and  hereby  is,  formed  and  created  an  association, 
"Whose  members  shall  be  the  parties  hereto  and  such  other  railroad  company  or 
companies  as  shall  be  hereafter  admitted  by  the  Interstate  Company  to  the 
Joint  use  of  the  said  lines  of  railroad,  which  said  association  shall  be  known 
and  designated  as  Appalachia  Terminal  Association,  and  is  created  for  the  pur- 
poses and  with  the  functions  hereinafter  set  forth.  Said  association  is  here- 
inafter for  convenience  styled  the  terminal  Association. 

Second.  The  organization  of  the  Terminal  Association  shall  consist  of  a  board 
of  control,  one  of  the  members  of  which  shall  be  appointed  by  each  of  the 
members  thereof,  and  of  a  superintendent,  who  shall  be  appointed  by,  and  shall 
report  to,  the  said  board  of  control. 

Third.  All  of  the  lines  of  railroad  of  the  Interstate  Company  hereinbeforef 
described,  and  all  extensions  thereof  hereafter  made,  and  all  branches  or  spurs, 
now  in  existence  or  which  shall  hereafter  be  constructed,  connected  with  any 
of  said  lines  or  extensions,  and  all  facilities  appurtenant  to  any  of  said  lines, 
branches,  spurs,  and  extensions,  and  track  over  which  the  Interstate  Company 
has  trackage  rights,  shall,  from  and  after  the  date  of  this  agreement  and  during 
the  life  hereof,  be  maintained  and  operated  for,  and  in  the  name  of,  the  parties 
hereto,  respectively,  through  the  agency  of  the  Terminal  Association,  in  the 
manner  and  upon  the  terms  and  in  accordance  with  the  provisions  hereinafter 
set  forth.  And,  for  the  term  of  the  life  of  this  agreement,  the  parties  hereto 
hereby  grant  to  the  Terminal  Association  the  right,  and  designate  it  as  their 
agent  with  power,  to  conduct  the  operation  and  maintenance  of  said  lines  of 
railroad,  but  the  Terminal  Association  does  not  assume  the  public  duties  of 
either  of  said  parties. 

Fourth.  All  of  said  lines  of  railroad,  spur  tracks,  and  other  facilities  shall 
be  maintained  by  the  Terminal  Association,  and  (except  as  hereinafter  specifi- 
cally provided)  all  trains  and  cars  moving  over  the  said  lines  of  railroad,  or 
any  of  them,  shall  be  moved  and  operated  by  the  engines  and  crews  of  the  Ter- 
minal Association  while  upon  said  lines  of  railroad,  or  any  of  them,  and  all 
such  trains  shall  be  under  the  control  of  the  superintendent  of  the  Terminal 
Association  who  shall,  subject  to  the  approval  of  the  board  of  control,  prescribe 
the  necessary  time  tables  and  shall  employ  and  discharge  and  direct,  and  have 
charge  of,  all  train  dispatchers,  telegraph  operators,  agents,  train  crews,  and 
other  employees  necessary  for  such  operation  and  xnatVoitfiajKasife^    Ksl^  ^^  ^^^ 
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superintendent  shall  be  charged  with  the  duties  of  properly  maintaining  the  ||rc 
said  lines  of  railroad  and  appurtenant  traclis  and  facilities  and  of  securing  the  \^ 
prompt  and  efficient  handling  and  movement  thereon  of  trains  of  both  parties  I  j 
hereto,^ and  the  weighing  of  cars  and  freight,  and  shall,  in  the  discharge  of  sudi  l^ 
dutles,*be  absolutely  fair  and  Impartial,  and  accord  and  secure  equal  rights  and  |  i 
service  to  the  trains  of  both  parties  hereto  and  any  other  railroad  company  or 
companies  which  have  now  the  right  to  the  use  of  said  property  or  shall  here- 
after be  admitted  to  the  use  thereof,  without  preference  or  discrimination. 

Fifth.  Each  party  hereto  shall  bear  all  loss  of  and  damage  to  Its  own  property 
Moulting  from  accident,  howsoever  caused,  upon  any  of  said  lines  of  railroad 
dbl>ject  to  the  jurisdiction  of  the  Terminal  Association,  and  when  any  sudi 
accident  shall  result  In  damage  to  property  or  Injuries  to  persons,  the  party  by 
or  for  whope  account  the  train  causing  the  damage  or  Injury  is  being  operated 
shall,  as  between  the  parties  hereto,  be  solely  responsible  for,  and  shall,  at  its 
own  exclusive  cost  and  expense,  defend  or  pay  all  claims,  demands,  suits,  judg- 
ments, or  sums  of  money  to  any  person  or  corporation  accruing  on  account  of 
sudi  damage  or  Injuries :  Provided,  however,  That  all  loss  or  damage  to  the 
equipment  set  aside  for  the  exclusive  use  of  the  Terminal  Association  as  here- 
inafter i)rovided  shall  be  Included  In  the  operating  expenses  of  the  Terminal 
ABsociatlon  and  liquidated  in  the  manner  hereinafter  provided :  And  provided 
further,  That  this  provision  is  not  intended  and  shall  not  be  construed  to  release 
the  Stonega  Coke  and  Coal  Company  from  any  liability  for  accidents  for  which 
that  company.  In  the  exercise  of  any  right,  which  may  be  granted  to  It  by  the 
Interstate  Company,  to  operate  Its  trains  over  any  portion  of  said  lines  of  rail- 
road, may  be  legally  responsible.    The  provisions  of  this  section  fifth  supersede 
and  abrogate,  during  the  life  of  this  agreement,  the  provisions  of  section  sixth 
of  said  agreement  of  December  1,  1906,  between  the  parties  hereto,  relating  to 
the  distribution  of  liability  for  accidents  occurring  upon  the  lines  of  railroad 
jointly  used. 

Sixth.  The  Interstate  Company  hereby  assigns  and  sets  apart  for  the  use  of 
the  Terminal  Association  In  the  operation  of  said  lines  of  railroad  during  the 
life  of  this  agreement  certain  locomotives  and  work-train  equipment,  of  whidi 
a  list  shall  be  made  by  the  board  of  contra!  and  attached  hereto  and  made  a  part 
of  this  agreement.  The  Interstate  Company,  the  Southwestern  Company,  and 
any  other  member  hereafter  admitted  to  the  Terminal  Association  shall  receive 
as  compensation  for  the  use  of  such  of  said  equipment  as  is  furnished  by  them, 
respectively,  a  rental  equivalent  to  Interest  at  the  rate  of  seven  per  cent  {1%) 
per  annum  upon  the  value  thereof,  as  fixed  by  appraisement  of  the  board  of 
control,  and  such  rental  shall  be  payable  by  the  Terminal  Association  In  monthly 
settlements.  The  said  equipment  shall  be  maintained  by  the  Terminal  Associa- 
tion in  the  like  good  order  and  condition  in  which  it  is  at  the  time  it  Is  delivered 
to  the  Terminal  Association,  and  If  any  part  of  said  equipment  shall  be  damaged 
or  destroyed  while  in  the  service  of  the  Terminal  Association  the  same  shall 
be  repaired  or  replaced  at  the  expense  of  the  Terminal  Association,  to  the  end 
that  all  of  said  equipment  may  be  returned  to  the  company  furnishing  the 
same  upon  the  termination  of  this  agreement  in  as  good  condition  as  it  Is  wheii 
delivered  to  the  Terminal  Association,  ordinary  wear  and  tear  excepted. 

Seventh.  In  the  event  that  any  locomotives  or  other  equipment  of  rollhig 
stock,  In  addition  to  the  equipment  hereinbefore  In  section  sixth  of  this  agree- 
ment described,  shall  at  any  time  be  required  for  the  operation  of  said  lines 
of  railroad,  or  any  of  them,  then  the  Southwestern  Company  shall  have  the 
privilege  of  furnishing  such  additional  equipment  upon  the  same  basis  of  rental 
and  other  terms  as  are  hereinbefore  in  section  sixth  provided  with  respect  to 
the  equipment  furnished  by  the  Interstate  Company,  until  the  rental  which  the 
Southwestern  Company  would  receive  from  the  Terminal  Association  for  such 
additional  equipment  upon  said  basis  shall  equal  the  amount  of  rental  paid  to 
the  Interstate  Company  for  its  equipment;  and  thereafter,  in  the  event  that 
still  further  equipment  shall  be  required  for  the  operation  of  said  lines  of  rail- 
road, then  the  parties  hereto,  and  any  other  railway  company  or  companies 
which  may  hereafter  join  the  Terminal  Association,  shall  be  entitled  to  furnish 
such  equipment  in  equal  proportions  and  to  receive  from  the  Terminal  Associa- 
tion compensation  for  the  use  thereof  upon  the  basis  hereinbefore  in  section 
sixth  provided. 

It  Is  agreed,  In  any  event,  that  the  members  of  the  Terminal  Association  shall 
always  furnish  sufficient  power  to  handle  the  traffic  which  the  Terminal  Asso- 
ciation is  required  to  move,  and  the  board  of  control  shall  have  power  to  make 
and  to  enfore  requisitions  ui?on  the  member  companies  for  all  power  which,  in 
their  opinion,  is  necessary,  and  to  ftiL  Wi^  Um^  ^nVOoN^.  ^\iV5si  ^^ach.  power  must 
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I^e  furnished;  but  no  member  shall  be  required  to  furnish  more  than  its  fair 
Ewroportion,  based  on  business  by  it  done  or  to  be  done,  of  the  total  power 
:required. 

Each  member  shall  furnish  all  ears  required  for  the  movement  of  its  own 
ujaflic. 

Eighth.  The  l>onM  of  control  of  the  Terminal  Association  shall  cause  the  fol- 
lowing accounts  to  be  kept : 

(a>  An  accurate  and  detailed  account  of  all  expenses  of  maintenance  and 
operation  of  the  Stonega  Block  and  a  separate  and  like  account  of  the  Norton 
Block,  and  in  such  accounts  there  shall  be  included,  in  addition  to  ordinary 
items  of  maintenance  and  operation,  the  expenses  of  rental,  repair,  and  replace- 
ment of  equipment  assigned  and  set  aside  for  the  use  of  the  Terminal  Associa- 
tion, and,  in  dividing  the  said  last-mentioned  expenses  between  the  Stonega 
Hlock  and  the  Norton  Block,  there  shall  be  charged  to  each  block  such  pro- 
portion of  the  total  of  said  expenses  of  rental,  repair,  and  replacement  of  such 
equipment  as  the  car  and  engine  mileage  uiK)n  such  block  shall  bear  to  the  car 
and  engine  mileage  upon 'both  blocks  during  the  month  for  which  accounts  are 
rendiered. 

<6)  An  accurate  account  of  the  number  of  miles  traveled  by  cars  handled  by 
tike  Terminal  Association  upon  each  of  Siiid  blocks  for  each  of  the  parties  hereto, 
and  for  any  other  railroad  company  or  companies  which  shall  hereafter  become 
members  of  the  Terminal  Association. 

And  shall  cause  to  be  rendered  to  each  of  the  parties  hereto,  on  or  before  the 
15tli  day  of  each  month  during  the  life  of  this  agreement,  statements  of  such 
accounts  for  the  preceding  month.  And  each  of  the  parties  hereto  hereby  agrees 
tbat  it  will  promptly  pay  unto  the  treasury  oflicer  of  the  member  company 
designated  to  receive  the  same  for  accoimt  of  the  Terminal  Association  such 
proportion  of  the  expenses  of  each  block  so  shown  to  have  been  incurred  as 
the  mileage  of  cars  handled  for  such  party  by  the  Terminal  Association  upon 
such  block  bears  to  the  total  mileage  of  all  cars  handled  by  the  Terminal  Asso- 
ciation upon  such  block  during  such  month,  the  mileage  of  work  trains  and  of 
trains  for  the  Toms  Creek  operation  not  to  be  included  or  considered.  The 
parties  hereto  agree  that  they  will  create,  by  equal  contribution,  and  will  put 
at  the  disposal  of  the  Terminal  Association  a  working  fund  in  cash,  in  such 
amount  as  the  board  of  control  shall  deem  necessary  for  the  current  expenses 
at  the  Terminal  Association.  All  money  collections  by  the  association  for  the 
account  of  any  member  thereof  shall  be  paid  over  to  such  member  at  such  time 
er  times  and  place  or  places  as  such  member  may  from  time  to  time  direct. 

Kinth.  Anything  in  this  agreement  to  the  contrary  notwithstanding,  the  In- 
terstate Company  shall  have  the  right,  and  the  same  is  hereby  reserved  to  it, 
at  any  time  and  from  time  to  time  hereafter,  to  allow  the  Stonega  Coke  and 
€3oal  Company  to  operate  its  cars  with  its  own  engines  and  crews  to  such  extent 
and  upon  such  parts  of  the  Stonega  Block  as  may  be  necessary  for  the  handling 
of  freights  between  the  several  plants  of  said  Stonega  Coke  and  Coal  Company 
along  the  lines  of  railroad  comprised  in  said  block,  but  for  no  other  purposes: 
provided,  however,  That  such  operation  by  the  said  Stonega  Coke  and  Coal  Com- 
pany shall  be  conducted  subject  to  the  order  and  the  rules  and  regulations  of 
tbe  board  of  control  of  the  Terminal  Association ;  And  provided  further^  That 
the   Stonega  Coke  and  Coal  Company  shall  agree  to  and  shall  pay  to  the 
Terminal  Association  a  flat  monthly  sum,  to  be  fixed  from  time  to  time  by  the 
board  of  control,  as  its  arbitrary  contribution  to  the  cost  of  maintenance  and  of 
the  expenses  of  such  operation  of  the  Stonega  Block  as  thus  accrues  to  the 
beaefif;  of  the  said  Stonega  Coke  and  Coal  Company,  and  all  such  payments  by 
said  Stonega  Coke  and  Coal  Company  shall  be  credited  in  the  account  of  ex- 
penses of  the  Terminal  Association  in  respect  of  the  Stonega  Block,  before  the 
said  expenses  are  distributed  among  the  members  of  the  Terminal  Association. 

TentL  Inasmuch  as  the  Southwestern  Company  now  moves  a  lafge  volume  of 
traMc  to  and  from  Toms  Creek,  through  Norton  and  AppAlachia,  and  the  tntet- 
state  Company  desires  to  secure  the  movement  of  said  traffic  over  th6  Interstate 
Bailroad  between  Norton  and  Appalachia,  it  is  agreed  that,  anj^thing  in  this 
agreement  to  the  contrary  notwithstanding,  the  Southwestern  Company  shall 
iiave  the  right,  and  the  same  is  hereby  reserved  to  it,  at  any  time  and  from 
time  to  time  hereafter  to  move  its  own  trains  with  its  own  engines  and  crews 
liandling  Toms  Creek  traffic  over  the  Norton  Block,  but  subject  to  the  train 
erders  and  other  rules  and  regulations  of  the  Terminal  Association :  Provided, 
bewever,  that  cars  moved  by  the  Southwestern  Company  with  its  owh  engines 
and  crews  over  the  Norton  Block  for  the  purpose  of  handling  business  to  or 
from  Toms  Creek  shall  not  be  counted  in  stating  the  accounts,  eitki^'t. 
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(a)  In  respect  of  the  payments  to  be  made  by  the  Southwestern  Company 
under  the  provisions  of  the  agreement  of  December  1,  1906,  between  the  partia 
hereto,  or 

(b)  hi  re8i)ect  of  the  expenses  of  the  Terminal  Association; 
but,  in  the  event  of  the  Southwestern  Company  operates  its  own  engines  aoi 
crews  over  the  Norton  Block  for  the  purpose  of  moving  said  Toms  Creek  traflfe 
and  shall,  for  convenience  of  operation,  handle  any  cars  in  its  said  trahis  todi 
from  any  coal  operation  or  other  industry  local  to  the  lines  of  the  Interstate 
Railroad  between  Appalachia  and  Norton,  then  the  Terminal  Association  sbil 
credit  the  Southwestern  Company  in  its  accounts  of  expenses  of  operation  witi 
an  amount  to  be  flxe<l  from  time  to  time  by  the  Board  of  Control,  having  d» 
regard  to  the  cost  which  the  Terminal  Association  would  have  Incurred  had  It 
moved  said  local  cars,  and  shall  charge  the  Southwestern  CJompany  with  said 
local  cars,  in  its  accounts  of  maintenance  of  the  Norton  Block. 

Eleventh.  This  agreement  is  supplemental  to  the  agreement  of  December  1, 
1906,  between  the  parties  hereto  hereinbefore  recited,  and  is  not  intended  to 
disturb  or  affect  the  relations  of  the  parties  under  the  provisions  thereot  a 
any  of  the  rights  or  obligations  of  the  parties  thereunder,  except  as  henAi 
specifically  provided.  Nothing  herein  contained  shall  affect  or  impair  the  obli- 
gation of  the  Southwestern  Company  to  pay  to  the  Interstate  Company  the 
proportion  chargeable  to  the  Southwestern  Company,  arrived  at  as  provided  li 
said  agreement,  of  taxes  upon  said  lines  of  railroad,  nor  shall  anything  hewto 
contained  affect  or  impair  the  obligation  of  the  Southwestern  Company  to  pay 
to  the  Interstate  Company  the  proportion  chargeable  to  the  Southwestern  Coid- 
pany,  arrived  at  as  provided  in  said  agreement,  of  Interest  upon  the  agreed  coat 
of  the  said  lines  of  railroad :  Provided,  however,  that,  in  order  to  Induce  tte 
Southwestern  Company  to  move  its  Toms  Creek  traffic  over  the  Norton  Block, 
the  Interstate  Company  agrees  that,  in  lieu  of  all  payments  which,  under  ti» 
terms  of  said  agreement  of  December  1,  1906,  would  be  due  from  the  South- 
western Company  to  the  Interstate  Company  in  respect  of  the  user  of  the  line 
between  Appalachia  and  Norton  by  the  Southwestern  Company  for  said  Toms 
Creek  traflSc,  the  Southwestern  Company  shall  pay,  and  the  Interstate  Com- 
pany will  accept,  a  flat  sum  for  each  car  so  moved  by  the  Southwestern  Com- 
pany over  the  Norton  Block  to  and  from  Toms  Creek,  such  unit  payment  being 
understood  to  cover  a  round  trip  per  car — empty  in  and  loaded  out :  and  Pra- 
vided  further^  that  each  and  every  provision  in  said  agreement  of  December  1, 
1906,  for  the  payment  by  the  Southwestern  Company  of  any  part  of  the  expenses 
of  maintenance  or  operation  of  the  said  lines  of  railroad  is,  during  the  life  of 
this  agreement,  canceled  and  superseded  by  the  provisions  herein  contained  for 
the  payment  of  such  expenses  to  the  Terminal  Association. 

Twelfth.  Nothing  in  this  agreement  contained  shall  affect  the  right  of  the 
Interstate  Company,  hereby  reserved,  to  admit  any  other  railroad  company  or 
companies  to  the  use  of  the  said  lines  of  railroad,  but  it  is  distinctly  under- 
stood and  agreed  that,  in  the  event  of  such  admission  of  any  other  railroad 
company  or  companies,  such  company  or  companies  shall,  as  a  condition  prece- 
dent, become  members  of  the  Terminal  Association,  and  shall  exercise  such 
right  of  use  of  said  lines  of  railroad,  or  any  of  them,  only  through  the  agency 
of  the  Terminal  Association  in  the  manner  and  subject  to  all  the  provisions 
herein  set  forth :  Provided,  however.  That  a  special  arrangement  may  be  made 
with  the  Roaring  Fork  Railroad  Company,  in  view  of  existing  contracts  be- 
tween the  Interstate  Railroad  Company  and  the  said  Roaring  Fork  Railroad 
Company. 

Thirteenth.  No  member  of  this  association  shall  charge  or  collect  from  the 
Terminal  Association  any  demurrage,  per  diem,  or  other  car-service  charge  on 
cars  while  such  cars  are  in  the  possession  and  control  of  the  association. 

Fourteenth.  That  if  at  any  time  a  difference  of  opinion  or  dispute  shall  arise 
between  the  parties  hereto  in  respect  of  any  of  the  provisions  of  this  contract, 
or  as  to  their  respective  rights,  liabilities,  and  duties  hereunder,  the  question 
so  in  dispute,  if  it  can  not  be  settled  by  the  parties  themselves,  shall  be 
referred  to  a  board  of  arbitrators,  consisting  of  three  competent  and  disin- 
terested persons  skilled  in  railroad  operation,  one  of  whom  shall  be  selected 
by  the  Interstate  Company,  one  by  the  Southwestern  Company,  and  the  third 
by  the  two  arbitrators  thus  chosen.  The  party  desiring  such  arbitration  shall 
give  written  notice  of  the  same  to  the  other  party,  stating  therein  definitely  the 
question  or  questions  in  dispute,  and  naming  the  person  selected  as  arbitrator 
by  the  party  giving  such  notice ;  and  thereupon  it  shall  become  and  be  the  doty 
ot  the  other  party  withing  fifteen  (15)  days  after  receipt  of  such  written 
notice  to  name  an  arbitrator,  anCi  Vg.  Wi^  ^^ealthsit  the  party  receiving  the  notice 
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fails  or  neglects  to  do  so,  the  party  giving  such  notice  may  select  a  second  arbi- 
trator, and  the  two  thus  chosen  shall  select  the  third,  within  thirty  (30)  days 
after  the  appointment  of  the  second  arbitrator.  The  board  of  arbitrators  so 
constituted  shall  give  to  each  of  the  parties  hereto  written  notice  of  the  time 
and  place  of  hearing,  which  hearing  shall  not  be  less  than  twenty  (20)  nor 
more  than  forty-five  (45)  days  after  service  of  such  notice,  and  at  the  time  and 
place  appointed  the  said  arbitrators  shall  proceed  with  the  hearing,  unless,  for 
£;ood  cause  shown,  of  which  the  arbitrators  or  a  majority  of  them  shall  be  the 
Judges,  the  hearing  shall  be  postponed  until  some  later  date.  The  determination 
of  the  board  of  arbitrators  thus  constituted,  or  a  majority  of  the  members  com- 
posing such  board,  shall  be  made  in  writing,  and  a  report  thereof  delivered  to 
each  of  the  parties  hereto  within  sixty  (60)  days  from  the  date  of  the  appoint- 
ment of  the  third  acting  arbitrator,  unless  the  parties  hereto  shall  agree  to 
enlarge  the  time  within  which  such  report  may  be  so  rendered;  and  such  de- 
termination, when  so  made,  shall  be  final  and  conclusive  and  binding  upon 
tlie  parties  hereto  in  reference  to  the  question  or  questions  submitted  to  such 
board.  All  expenses  attending  each  and  every  such  arbitration  shall  be  borne 
equally  by  the  parties  hereto. 

Fifteenth.  This  agreement  shall  become  effective  as  of  February  1,  1909, 
and  shall  continue  in  effect  until  the  expiration  of  six  months  from  and  after 
tbe  date  of  service  by  either  party  upon  the  other  of  a  notice  in  writing  of  a 
desire  to  terminate  the  same:  Provided,  however,  That  in  no  event  shall  this 
agreement  continue  in  effect  after  the  termination  of  said  agreement  between 
the  parties  hereto,  dated  December  1,  1906,  hereinbefore  referred  to.  If  this 
agreement  should  be  terminated  before  the  termination  of  said  agreement  of 
X>ecember  1,  IfiOG,  then  said  Inst-named  agreement  shall  at  once  become  operative 
as  to  each  and  all  of  its  provisions. 

In  witness  whereof  the  parties  hereto  have  caused  these  presents  to  be 
executed  and  their  several  corporate  seals  to  be  hereunto  aflSxed  and  attested, 
by  their  oflScers  thereunto  duly  authorized,  the  day  and  year  first  above 
^i?Titten. 

Interstate  Railroad  Company, 

[seal.  1  By  D.  B.  Wentz,  l*rt'biiK'nt. 

Attest : 

H.  B.  Price,  Secretary. 

Virginia  and  Southwestern  Railway  Company, 
[seal.  1  By  W.  W.  r^'iNLEY,  Prcf^ident. 

-^^^^^ '  F.  S.  Wynn,  Assistant  Secretary, 

State  of  Pennsylvania, 

Philadelphia  County ,  ss: 

I,  John  S.  Wurts,  a  commissioner  appointed  by  the  governor  of  the  State  of 
Virginia,  for  the  said  State  of  Pennsylvania,  do  certi^  that  D.  B.  Wentz  and 
H.  B.  Price,  president  and  secretary,  respectively,  of  Interstate  Railroad  Com- 
pany, whose  names  are  signed  to  the  writing  above,  bearing  date  on  the  29th 
day  of  January,  1909,  have  acknowledged  the  same  before  me  in  my  county 
aforesaid. 

Given, under  my  hand  and  official  seal  this  30th  day  of  January,  1909. 

John  S.  Wurts,     [l.  s.] 
Commissioner  for  the  State  of  Virginia  in  the  State  of  Pennsylvania. 

District  of  Columbia, 

City  of  Washington,  ss: 

I,  Harry  F.  Pierce,  a  notary  public  in  and  for  the  district  and  city  afore- 
said, do  certify  that  W.  W.  Finley  and  F.  S.  Wynn,  president  and  assistant 
secretary,  respectively,  of  Virginia  and  Southwestern  Railway  Company,  whose 
names  are  signed  to  the  writing  above,  bearing  date  on  the  29th  day  of  January, 
1909,  have  acknowledged  the  same  before  me  in  my  district  as  aforesaid. 

Given  under  my  hand  and  official  seal  this  29th  day  of  January,  1909. 

Harry  F.  Price,     [l.  s.] 
Notary  Public,  District  of  Columbia. 

The  Chairman.  At  this  stage  of  the  proceedings  the  hearings  will 
adjourn  until  November  15, 1914. 

(Thereupon,  at  1  o'clock  p.  m.,  an  adjournment  was  taken  until 
November  15,  1914.) 
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